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You reduce initial cost: extra 

engine, clutch and radiator are 
eliminated. Compressor operates direct 
from truck engine through the Davey 
Power Take-Off, enabling this eco- 
nomical unit to give you more air per 
dollar invested. 


You gain transport space: com- 
® pressor occupies less than one- 
third chassis space; takes men, materials 
and tools to the job in one trip, saving 
extra-trip cost and time. 


Full specifications on 
the Auto-Air avail- 
able. Write today for 
DAVEY CATALOG 
No. E- 172 


~~ 


Model 105 Davey Auto- ~ 
Air on standard 114-ton 
truck for operating pneu- 
matic tools in heavy-duty ¥ 


~ service. 


You lower maintenance cost: 0 

engine requires less service th 
two, and only Davey guarantees o 
pressor valves against breakage ford 
life of the unit. Cuts idle truck tig 
saves manpower, too. 


You get latest engineering 
@ velopments in compressor desi 
to fit your requirements: Davey A 
Air is available in 60, 105, 160, 2j 
and 315 cubic feet capacities. 
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POWER TAKE-OFFS * INDUSTRIAL PRINCIPAL CITIES 
COMPRESSORS * PNEUMATIC SAWS 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Lh 











Public Utilities Fortnightly 





Your Post-War Burner Needs 


When the war is over, great opportunities will arise in the gas-burning appliance 
field. The use of. all types of gas fuel will be extended, and numerous improvements 
will be made in gas equipment. Appliance manufacturers, jobbers, dealers, should be 
planning now for vast consumer demand when the time comes. Also, after two years of 
restrictions, the market for replacements and repairs will be tremendous. 


While Barber has devoted a large part of its production facilities to important air- 
craft parts, we have preserved intact our shop equipment and key personnel—for 
the resumption of our customary line on short notice. 


Engineering refinements in our burners and regulators, which will enhance their 
service value, are constantly being worked out and will be put into production when 
Federal restrictions are removed. For new uses and new business on conversion burn- 
ers, appliance burners, and regulators—let Barber engineers share in your planning NOW. 


Write for complete catalog on all Barber products: 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


3ARBER BURNERS 
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Enjoy using this 
threader with 


fart mistake-proog 
A popular - priced die 
W 0 if k h 0 | ( e l stock with a popular work- 


holder — it sets to pipe 











size quickly, correctly — 
no bushings! Threads 
smoothly — action is di- 
rect, handle to head to 
chasers; no cockwobbling. 
Posts carry no load, only 
taper the threads, are sep- 
arately replaceable. Rug- 
ged steel - and - malleable 
construction. Perfect 
threads on 1” to 2” pipe, 
alloy or high-speed steel 
dies. Ask your Supply 
House. 
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: . of No. 1R 
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f THE RIDGE TOOL COMPANY 
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Pages with the Editors 


As this issue goes to press, the members and 
guests of the Edison Electric Institute 
prepare to hold their annual meeting at the 
Waldorf-Astoria hotel in New York city on 
June 6th to 7th. We take this occasion to 
wish this outstanding organization of the 
utility industry continued success in its many 
important deliberations and activities. 


WE have been strongly impressed by the 
overflcw attendance we have witnessed at 
recent state and national meetings of various 
utility organizations. This, notwithstanding 
the streamlining of programs and the elimina- 
tion of entertainment and by-product recre- 
ation features. This, notwithstanding the ex- 
pense and general hardship of travel and dif- 
ficulty in obtaining hotel accommodations 
which the businessman inevitably encounters 
these days. 


THESE meetings, in other words, are really 
getting down to business. The members are 
coming because they want something—need 
something—and that something has nothing to 
do with the fun and fellowship which were 
often part of important conventions in by- 
gone days and which we hope will some day 
in the near future become so again. We are 


Cc. E. PACKMAN 


He has an answer to the vexatious deprecia- 
tion problem. 


(See Pace 737) 
JUNE 8, 1944 


A 


Cnase - Statler Khoto 
TOM P. WALKER 


Electric power is coming through the wor 
with all flags flying. 


(SEE Pace 729) 


confident that the sessions of the EEI will 
give to the attending members the enlighten- 
ment and inspiration which they are seeking 
to solve their numerous problems in this 
troubiesome period. 


> 


E feel that this issue of the ForTNicHTLY 

should prove of more than passing in- 
terest to the members of the electric industry 
since two of our featured contributors are 
well-known executives in that field. Tom P. 
WALKER, whose piece on “Something to Be 
Proud of” is the opening article, is noted for 
his leadership as president of the Council of 
Electric Operating Companies, with head- 
quarters in Washington, D. C. Born in Pas- 
saic, New Jersey, in 1891, Mr. WALKER 
started in as a youngster reading meters m 
1910 with the old Haverhill (Massachusetts) 
Gas Light Company, of which he eventually 
became manager. In 1922 he went South to 
become manager of the Baton | Rouge 
(Louisiana) Electric Company, and by 1930 
had worked up through various South and 
Southwest utility connections to become preési- 
dent of the Gulf States Utilities Company 
(Beaumont, Texas), and director of Engi 
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installed their first Riley Boiler Unit in 1934— 
duplicate in 1937, another duplicate in 1939 — 


dhave just placed order for another Riley Unit. 


war 
When one of America’s leading companies places four separate 

orders for Riley Boiler Units of 300,000 pounds per hour capacity during 

will the past ten years, can you ask for more conclusive evidence of excellent 
cv performance and dependability of Riley Units? 


this 
The repeat orders were not placed until after the first unit had 


performed with complete satisfaction, with efficiencies considerably in 
excess of guarantees and with an unusual record of availability. 


ed It is because of similar results from Riley installations throughout 

= the world that plant after plant is swinging to Riley equipment—because 

. Be users have found performance and capacity better than guarantees and 

1 for because excellent design and workmanship assure positive dependability. 

ac When you purchase Riley equipment you are getting plus values—more 

Pas- value for your money. 

LKER 

rs in 

ets) 

ually 

th to 

1990 COMPLETE STEAM GENERATING UNITS 
De Boilers - Pulverizers - Burners - Stokers - Superheaters 
pany Air Heaters - Economizers - Water-cooled Furnaces 
ing R CORPORATION, WORCESTER, MASS. Steel-Ciad insulated Settings - Flue Gas Scrubbers 
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8 PAGES WITH THE EDITORS (Continued) 


neers Public Service Company, Inc. He served 
as an AEF Army officer in World War I 
(Croix de Guerre) and took his present post 
when World War II broke out. 


¥ 


E. PACKMAN, whose article on deprecia- 
e tion begins on page 737, is controller of 
the Middle West Service Company. He prac- 
ticed as a certified public accountant in In- 
diana from 1920 to 1923, and with the Bureau 
of Internal Revenue in Washington, D. C., 
from 1923 to 1924. In that year he joined the 
corporate predecessor of his present organiza- 
tion. 


Mr. PackMAN is a member of the ac- 
counting section of both the Edison Electric 
Institute and the American Gas Association. 
He is vice chairman of the latter, as well as 
a member of the American Institute of Ac- 
countants and various other groups interested 
in accounting depreciation and taxation prob- 
lems. 


¥ 


& Bag J. TinGiey, whose article begins 
on page 754, is already known to our 
readers from previous contributions. He is 
now special solicitor for the city of Baltimore, 
Maryland, on utility matters.. Educated at 
Johns Hopkins University (Phi Beta Kappa) 
and Columbia University Law School, T1nc- 
LEY started practice in Baltimore in 1920 and 
has served both his state and Federal govern- 
ments. From 1926 to 1930 he was people’s 
counsel. Since then he has served as attorney 
with the Federal Trade Commission, the Fed- 
eral Power Commission, and the Securities 
and Exchange Commission. 


THOMAS J. TINGLEY 


Does utility rate making need better public 
relations? 


(SEE Pace 754) 
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HE United States Treasury certainl 

would be in a bad way if all corporate 
taxpayers were to take advantage of or a 
least follow the line of reasoning recent} 
handed down by the Michigan Suprem¢ 
Court. This court heid that the Michiga 
Public Service Commission should fix utili 
rates just high enough to cover expense 
which cannot be reduced, plus a fair retury 
on the investment. Excess profits taxes ap 
parently are classified as an expense which 
can be reduced by simply lowering rates fo 
the customer. It was on this point that 
city of Detroit had appealed a refusal of th 
Michigan commission to cut electric rates if 
that city by an amount sufficient to absorb thé 
local electric utility’s alleged liability for ex 
cess profits taxes—a matter of $8,200,000. 


WE can certainly see the city’s viewpoint 
on behalf of its inhabitants. Eight tiilio 
dollars is a nice stack of chips in any com- 
munity and something might even be said fo 
the arrangement from the standpoint of th 
utility. Certainly public relations would nof 
suffer if instead of bundling up that nice piece 
of money and sending it off to Washington it 
were plowed right back into the pocketbooks 
of the Detroit citizens. 


But we can imagine Henry Morgenthar 
puiling a mighty long face if this sort of 
thing gets going seriously. When the money 
goes to Washington as a cleanly collected tax, 
it is ail ready to go to work for the Federal 
government buying ships, planes, tanks, and so 
forth. And when the money is plowed back 
into the citizen’s pocket in the form of rate 
reductions, some of it will eventually get t 
the same place for the same purposes. 


THE point that intrigued us about this deci- 
sion (and we are not criticizing—for all w 
know a number of utilities might even wel- 
come it) is that Uncle Sam is going to get 
pretty tough jolt financialiy if every corpora- 
tion paying excess profits taxes decides t 
give the money to its own customers instead 
of the Federal government. There wouldn’ 
be any need of OPA price ceilings in that 
event, but the strain on the black market and 
rationing controls would be terrific in view of 
the purchasing power released in a consumer 
market that already has too much purchasing 
power. Some of the goods might even go s0 
fast that the rate reductions wouid be purely 
theoretical. And if, as in the past, a reduction 
in electric rates is inevitably followed by an 
increase of consumption, which can be pre- 
dicted almost mathematically, what in the 
world is going to happen to the Office of War 
Utilities’ courageous campaign to conserve 
critical materials by conservation in the use 
of utility service? 


THE next number of this magazine will be 
out June 22nd. 


abe 3 
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ven with untrained fingers 


bai 





‘is deci-™wo facts about the Remington Rand Printing Calculator will be especially 
all wellressive to you, these short-handed days: 


FIRST, anyone can operate it. No specialized training -is required. Pro- 

ficiency comes quickly and naturally. 

SECOND, it almost seems to “think” as it turns out fast, accurate calcu- 

lations of division and multiplication ... yes, and subtraction and addi- 

tion, too... no matter how inexperienced the employee who operates it. It’s the ONLY 

Printing Calculator is the easiest-to-operate machine that ever clicked off all-purpose figur- 

culation. It’s electric, it’s automatic...and as thousands of untrained oper- ing machine. 

can testify, it | gpa no errors, for it prints every factor as a complete record / 

ie tape. It speeds and safeguards the work... no “losing” of a factor...no 

n for proof... no time-wasting copying from dials. 

is swift computing of mark-ups, costs, formulas, estimates, payrolls and in- 

tories, it serves American businessmen by the thousand. A demonstration 

prove that it can serve you, too. Phone any Remington Rand office today 

br write us at Buffalo 5, New York. The i tells the 
The Printing Calculator is availahle on WPB approval, to tale! Every factor 
help conserve manpower, expedite war work, maintain neces- printed... no re- 
sary civilian economy. Talk it over with our representative. run for proof. 


6, Remington Rend 


e only PRINTING calculator with automatic division 
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[CAN ENGINEERED SOOT BLOWER INSTALLATIONS 








aph of element “C™ 
front of boiler. Note that 
is practically same color as 





new VULCAN catalog fully describing VULCAN equipment appears in the 
4 Sweets, and a copy is available on your request. 


CAN SOOT BLOWER CORPORATION, DU BOIS, PENNA. 
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Remarkable Remarks 


“There never was in the world two opinions altke.” 





—MONTAIGNE 





“Anything less than a 40-hour week is an economy 
ruin.” 


¥ 


“Unless we look to the future, unless we make le 
lease traffic move on a 2-way street, we will indeed bk 
a bad way. We must be paid back in materials we neg 


w 


“Tn time of war, when men and women are dying 
preserve free government, including the right of la 
itself to organize, no group or no union should bey 
mitted to strike.” , 


» 


“No procedure in modern government has gred 
potentialities for destroying the democratic process th 
this centralization of authority in the all-powerful ca 
mission and governmental agency.” 


* 


“T have yet to see one good reason for Americans 
fear their constitutional government. Because it is th 
government. They control it. It represents them. Th 
is true not only of Congress, but also of the execut 
branch.” 


¥ 


“The rural electric codperative movement, which 
meant so much to the farmers, cannot flourish if it} 
comes a political football. Neither can it live with 
a strong, independent REA to guide it and act as 
capital banker.” 


5 


“The greatest danger that confronts the Amerid 
democratic system at this time is that powers handed 
certain administrative bodies for definite purposes 4 
for what we thought were specific periods of time 
be exercised too long or even in perpetuity.” 


a 


“We know that the real hope of social advance lies 
in deficit spending or in an economy of scarcity but in 
ever-expanding economy; that the route to such 
economy lies not with government but with the initiat 
and the self-reliance and the character of our individ 
citizens.” 


12 
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TARGET-Zer0 Hour Pluo-107 


yt BOMBSIGHTS—vears 
tience in precision manu- 
ng are enabling Burroughs 
duce and deiiver the famous 
Pa bombsight—one of the 
Precise instruments used in 
0 warfare, 
rie + 
ING AND ACCOUNTING 


S are also being pro- 
by Burroughs for the Army, 
U. S. Government, Lend- 
and business enterprises 
needs ate approved by the 
duction Board. 


After the briefing it’s scramble into the planes and away. No need 
to wait—all is ready. No time to waste—the schedule is fixed. Planes 
take off with precise timing, to rendezvous at zero hour at a pre- 
arranged point. Then the armada roars on to that target 107 
minutes’ away. 


The intricate yet smooth-working mechanism of war in the air 
is the brilliant achievement of inexhaustible, detailed preparation: 
assessing damage from prior raids, fitting each raid into the general 
program, assigning specific targets, calculating planes and crews 
available, providing maximum fighter protection, and scheduling 
timetables for hundreds of bombers and fighters. 


There are also the immense projects of maintaining adequate reserves 
of fuel, bombs and supplies, preparing and maintaining vast air- 
fields, training and housing personnel, establishing far-flung weather 
observation posts, and developing new weapons and techniques. 


The scope of the air war is vast. Its aims, accomplishments and limi- 
tations must be interpreted statistically for better understanding and 
accurate planning. Thousands of fast, accurate Burroughs machines 
are providing indispensable figures and statistics. 


BURROUGHS ADDING MACHINE COMPANY « DETROIT 32 


Burroughs 


6, ACCOUNTING AND STATISTICAL MACHINES » NATIONWIDE MAINTENANCE SERVICE - BUSINESS MACHINE SUPPLIES 
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14 REMARKABLE REMARKS—( Continued) 
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of America. 
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WiLL1Am H, Davis 
Chairman of the board, National 
War Labor Board. 


Grorce W. Norris 
Former U. S. Senator from 
Nebraska. 


Epwin C, JOHNSON 
U. S. Senator from Colorado. 
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“Philip Murray is today the prisoner of the Cop 
munists in his own union. They control him and the Cig 
through their seats on his executive committee: | : 


Hillman is just as badly off. Both of them have got 
play ball with the Communists now, or die,” 


¥ 


“Our present need is for a new policy providing thé 
optimum conditions under which American air pow 
could develop naturally. After we have crystallized such 
a policy, then we will be ready to sit down in an interna. 
tional meeting and with a fuil regard for our national 
interests try to evolve a world policy designed to preserve 
peace and promote’ prosperity.” 


“The building of a durable peace will not be simple. It 
will not be accomplished overnight by the mere signing 
of a treaty. It will certainly not be done just by a 
agreement made by a few men seated around a confer. 
ence table. It will be achieved by the labor and willing 
sacrifice of people the world over for generations to come 
because they understand the conditions of peace and want 
them.” 


y 


“T think that one of the most frequent, and most er- 
roneous, of current comments is that ‘the government 
ought to have a definite wage policy.’ The fact is that 
the government has a definite wage policy. It ought to be 
definitely understood . . . we have definitely prevented 
that upward spiraling of wage rates which would other- 
wise have resulted from competitive bidding for scarce 
labor in a tight labor market.” 


“T think the way to make Congress more efficient is to 
make it less partisan. I don’t think they ought to play 
politics in Congress. When Congress goes wrong it is be- 
cause members are not voting their convictions, Some 
members are cowards. They are afraid of bossism from 
one direction or other. Some follow a course to give them 
votes so they can get reélected. The individual Congress- 
man is honest. But they get afraid they will lose their 
seats.” 


> 


. let me emphasize that there is nothing wrong with 
our glorious Republic, that an application of more and 
more democracy will not cure. The Founding Fathers 
weighed every danger and made every effort to forestall 
all hazards when they wrote the great document hence- 
forth known as the American Constitution, . . . Most 
emphatically there is nothing wrong with our basic law. 
Our trouble comes from an abandonment of its sacred 
provisions.” 














a Hi-Pressure Contact 
ch, designed and refined by 
E engineers, who set a new 
lard in its creation. 


s neat and smart as a 
h can look, and still “take 


hat you don’t see here is 

constant search for im- 

ement in design and opera- 

R&IE engineers are never 

fied. They know that spot- 

ure, self-cleaning contacts, 

t selection of materials 

other manufacturing processes are fundamentally 
—but, they are continually looking for refinements 
will improve on present Quality and Performance. 
ve been at it for 33 years. In that time, every 
ch that went out helped establish the margin of 


Fathers lity that distinguishes all R&IE equipment”. 


forestall 
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ILWAY and INDUSTRIAL ENGINEERING COMPANY 


GREENSBURG, PA. ... In Canada—Eastern Power Devices Ltd., Toronto 
Cooperating 100% with the Wer Effort 
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BOILERS ..- The C-E Boiler line includes virtually all water. 


tube and fire-tube types in commercial use today for both 
stationary and marine applications. 


BENT TUBE—2, 3, 4 and multi-drum designs 

STRAIGHT TUBE—sectional header, box head 

FIRE TUBE—hrt, vertical, internally fired, locomotive type 
WASTE HEAT—straight tube, bent tube, fire tube 

FORCED CIRCULATION—stationary, marine, Diesel waste heat 





(C-E Boilers include all types known by the trade names — Heine, Walsh- 
Weidner, Casey-Hedges, Ladd and Nuway) 


SUPERHEATERS ..+ The complete line includes vari- 


ous designs suitable for any superheat requirement and op- 
i i i oilers; also 
‘ini 6 Wik ennin ‘inate plicable to practically all types and sizes of boilers; 


boiler units now in service in separately-fired designs. 
utility plants are C-E Units. (Known by the trade name-Elesco) 


FURNACT 
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STOKERS . » » Combustion Engineering has the most com- 


prehensive line of stokers of any manufacturer. 


UNDERFEED—multiple retort, single retort, (five types) 
CHAIN GRATE—(four types) 

TRAVELING GRATE—(three types) 

SPREADER 


(C-E Stokers include all types known by the trade names Coxe, Green, 
Type E, Low Ram and Skelly) 


PULVERIZED FUEL EQUIPMENT ...:.. 


application of pulverized fuel firing to power boilers was 
pioneered by Combustion Engineering. C-E developments which 
include the use of water cooled walls and water screens, C-E 
Raymond Mills and C-E Burners are largely responsible for the 
position of eminence which pulverized fuel firing holds today in 
the field of steam generation. 


(Includes equipment known by the trade names Raymond and Lopulco) 


FURNACES ... C-E Furnaces feature both plain tube and 


extended surface water cooled wall pene also both dry 
and slagging bottom designs. 


RELATED EQUIPMENT... . In addition to its ex- 


tensive line of steam generating and fuel burning equipment 
Combustion Engineering offers: 


AIR HEATERS—plate type, tubular type 
ECONOMIZERS — Continuous loop design, flanged joint design — both 
fin tube type 


(Economizers are known by the trade name Elesco) 


COMPLETE UNITS . .. Built in suitable combinations 


of boiler, fuel burning and related equipment for any fuel and 
for capacities ranging from 1000 to over 1,000,000 Ib of steam 
per hr. Also complete units of standard design known by the 
trade names C-E Steam Generator, Type VU and Type VU-Z. 


ENGINEERING 
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ON THE WARPATH! 


Every U. S. HIGHWAY, every street and coun- 


try road, has been converted into a warpath by 


trucks. 


Fast, dependable trucks—working long hours 
under trying conditions—are helping the Na- 
tion’s utilities maintain startling wartime serv- 
ice records. 


A good share of the trucks on America’s war- 
paths are Internationals. The same toughness, 
dependability and economy of operation that 
put them out in front in days of peace keep them 
there in these days of war. 


It's a big job trucks are doing—a job that 
must be done. That means your trucks must be 
maintained, must be kept in tip-top shape. 
International civilian truck service—the nation’s 
largest company-owned truck service organiza- 
tion—is now a wartime truck service... more 
alert, more efficient than ever. 


No matter what your make or model of truck, 
let International Service keep your 


trucks rolling on the warpath for Ba 
Victory! a 
INTERNATIONAL HARVESTER COMPANY ne 


180 N. Michigan Ave. Chicago 1, Illinois 





NEW TRUCKS..--~ 
LIMITED! 


ment has authorized 
cture of a limited 
rucks for civilian 
sential occupa- 
new truck, see 
al Dealer or g 
Don’tdelay! 


Thegovern 
the manufa 
quantity of t 
hauling in es 
tions. For your 

our Internation 
Branchrightaway- 











.BUY BONDS... 
BUY MORE BONDS 


INTERNATIONAL 7% 
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Why dig through a 
PILE 
of Catalogs? 


Find the 
Fitting 
you need, 
quickly— 
in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, 4 or more bolts. 





LM Elbows, with compression units 

giving a dependable grip on both con- 

ductors. Also Straight Connectors and 
Tees with same con- 
tact units. 


a 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


a It 
1 “338 


iT) ea 
bobs 


roe ae 
a 


Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


ViTite Terminals for quick 
installation and easy taping. 
Also sleeve type terminals, 
screw type, shrink fit, etc. etc. 


Splicing Sleeves, Figure 8 and Oval, seamless tub- 
mg—also split tinned sleeves. High conductivity 
copper; close dimensions. 

Preferred by the largest utilities and 
electrical manufacturers—because they 
bave found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


BAN UNION ELECTRIC CORPORATION 
IE, PA. Sold by Leading Jobbers 


TTL Ls 


CONDUCTOR FITTINGS 


SO MUCH 


FOR 


SO LITTLE 
4 
d ABU 


PAPERS made from 1|00 new white 
cotton cuttings save critical wor mate 
rials. Yet the most durable L. L. Brown 
ledgers®, instead of ordinary paper 
add less than 1% to accounting cost 
but guarantee 100% protection—utmost 
resistance to wear. Ask your printer for 


samples of the following 


LEBROWA 


RECORD PAPERS 


100% New Rag Fibres 
*L.L. BROWN'S LINEN LEDGER 
* ADVANCE LINEN LEDGER 
FORWARD LINEN LEDGER 
85% New Rag Fibres 
L. L. BROWN’'S FINE 
New Rag Fib 
GREYLOCK LINEN LEDGER 
50% New Rag Fibre 
ESCORT LEDGER & MACHINE POSTING 
* Permanent Grades New White Rag 
ME 


L. L. BROWN © PAPER CO. 


ADAMS ,| WB MASS 
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EGRY BUSINESS SYSTEMS COMPRISE: 


EGRY SPEED-FEED. May be attached to any 
standard make typewriter in one minute, and 
with Egry Continuous Forms, doubles operator 
output. One machine does the work of two. 


EGRY TRU-PAK Register speeds the writing of 
all handwritten records. Assures complete con- 
trol over every business transaction. 


EGRY ALLSET Forms, the modern single set 
forms for speed writing all business records. 
Individually bound sets, interleaved with one- 
time carbons. ALLSETS are ready for imme- 
diate use for typed-or handwritten forms. 


EGRY CONTINUOUS Forms. increase the out- 
put of operators by 50% and more because they 
eliminate time-consuming operations. Furnished 
with or without interleaved one-time carbons. 


AND in addition to the above, there are others 
you'll want to know more about. 








THE EGRY REGISTER COMPANY 


PEED FEEL 


The shortage of typewriters and competen 
operators will be compensated for if you us 
Egry Business Systems. In thousands of in 
stances Egry Speed-Feeds and Egry Continuou 
Forms enable operators to produce twice a 
much work as they did before with the typewrit 
er alone and ordinary loose forms and carbon 


Other Egry Business Systems for handwritte 
records are equally important. Investigate today 
You'll be surprised at, the amount of time yo 
will save when you use Egry Business System 
More detailed information will be sent on re 
quest, or free demonstrations may be arrange 
at your convenience. There’s no cost or obliga 
tion, of course. Address Department F-6§ 


Sales agencies in principal cities. 


¢ Dayton, Ohi 


Egry Continuous Forms Limited, King and Dufferin Sts., Toronto, Ontario, Canada. 


EGRY TRU-PAK 


EGRY ALLSET FORMS 


EGRY SPEED-FEED 
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The Line-Servicing Truck That Goes 


AS THE GROW FLIES... 


@ Getting to the job is frequently the hardest part of the line construction, 
maintenance and repair service of a public utility. Telephone, telegraph and 
power transmission lines cut across fields, over deserts, through forests, where- 
ever possible. Getting men and equipment to the spot where they are needed 
is a problem—especially when the terrain is soft or covered with snow. 


Many public utilities solve this problem by equipping their field crews with 
Marmon-Herrington All-Wheel-Drive converted Ford trucks. Here, as in road 
construction and maintenance, including snow-removal, and in the oil fields, min- 
ing and logging operations, etc., power applied through all wheels is the answer. 
The ability of these trucks is actually amazing where the “going” is tough, as 
has been proved on all the battle fronts of the war. Marmon-Herrington A/l- 
Wheel Drives are the world’s best buy for the extra-difficult civilian jobs when 
peace comes. Your War Savings Bond purchases will help speed that day. 


BUY MORE IN FORTY-FOUR — 5TH WAR LOAN 


MARMON-HERRINGTON 


40U-Wheedl-Driue 


MARMON-HERRINGTON, INC., Indianapolis 7, Indiana 
Cable Address: MARTON 
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iF YOU H 


A MANPO 








« MM ietus help you. Our trained men and special equipment 
combine to help you meet today’s increased demand for 
power. Whether yours is a problem of erection or main- 
tenance .. . regardless of distance or terrain .. . you'll find 


Hoosier service efficient and economical. 


SIER 


ERECTION and MAINTENANCE OF TRANSMISSION LINES 
FERING CO. ¥ 
NEW YORK 46 S, FIFTH ST., COLUMBUS, OHIO CHICAGO 


— 
ae 
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DO YOU KNOW THESE FACTS ABOUT 


TRANSITE DOCTS ? 





This durable duct is for use under- es 
ground, or on @: locations — 
j aabent « protective. SNES 52: 





. +. dn addition, both Transite Con- 
duit and Transite Korduct have 
these characteristics ... 


1. Incombustible— Made of asbestos 
and cement, they cannot burn... will 
not contribute to the formation of 
dangerous smoke, fumes or gases. 


2. Immune to electrolysis .. .Transite 
Ducts are non-metallic and inorganic 
. - unaffected by electrolysis. 


3. Smooth bore — Making cable pulls 
easier, both at initial installation and 
apeeteataisz) a: ve after years of service. 

; 4. Easily installed—Lining up is fast 

and accurate because Transite Ducts 
combine light weight, long lengths, 
simple assembly. 
For detaiis and specifications, 
write for Data Book DS-410, 
Johns-Manville, 22 E. 40th St., 
N. Y. 16, N. Y. 


IM Johns-Manville TRANSITE KORDUCT— 


fe 
or 


Trawsire Duers "°°" 
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BUILDING WIRE - IMPERIAL NEOPRENE JACKETED PORTABLE CABLES 


THE 


CRESCENT 


NATION WIDE ORGANIZATION 


originating at the factory at Trenton, N. J., serves the nation from coast to coast, 
Wherever you are located, these Representatives stand ready to assist you: 


E. R. Blyler The Bourse Building Philadelphia, Pa. 
A. Lee Clifford 32 E. Georgia St. *Indianapolis 4, Ind. 
R. H. Cupples 324 First St., North *Minneapolis, Minn. 
Crescent Electric Sales Co. 624 W. Adams St. *Chicago 6, Illinois. 
Crescent Insulated Wire & 

Cable Co. 298 Duquesne Way *Pittsburgh, Pa. 
Edgar E. Dawes 312 Rhodes Building Atlanta, Ga. 
Leigh A. Doxsee Co. Rm. 307, 4030 Chouteau Ave. St. Louis, Mo. 
Electric Agencies 562 First Ave., South Seattle, Washington 
Electrical Sales Co. Ill Cheapside St. Baltimore 2, Md. 
ge Hogan, Jr. 305 Levert Bldg., 823 Perdido St. New Orleans 12, La. 

F. Howe & Co. 2627 McGee St. Kansas City, Mo. 
Hemphill & Co. 446 E. Woodbridge St. *Detroit 26, Mich. 
Henger-Fairfield Co. 1810 Columbus Road *Cleveland, Ohio 
Henger-Fairfield Co. 

(C. A. Maley) 916 U. B. Building Dayton, Ohio 
J. T. Heagarty Central Nat'l Bank Bidg. Richmond, Va. 
M. C. Huie Co. 707 Thomas Building Dallas, Texas 
Kearton & Nagle 40 West 40th St. New York City 18, N. Y. 
Ray Murphy 720 East Second St. *Los Angeles 54, Cal. 
C. C. Pierce 241 Purchase St. *Boston 10, Mass. 
J. T. Rodriguez 6 O'Donell St. San Juan, P. R. 


*Warehouse 
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© KANSAS CITY 
ST LOWISe 
SAN FRANCISCO 





CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 


CRESCENT 


WIRE and CABLE 


RMORED CABLE - RUBBER POWER CABLES - VARNISHED CAMBRIC CABLE 


@SSAZTIaE2VS GUVOGMGIHS - STNUIM IOHLINA 
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DU S T—UNDER CONTROL 


Dust is a natural nuisance, ever present throughout a 
changing universe where forces of disintegration and de- 
struction somehow intermingle with constructive processes, 
striking a balance to perpetuate our world in spite of the: 


‘to dust returneth” pronouncement on all animate and 
inanimate things. 


If it were possible to make a complete analysis of every 
minute particle in a handful of city dust, we would likely 
find traces of all,the elements in varying proportions, and 
no small number of disease bearing bacteria, including 
many corrosive substances. If it were also possible to trace 
the source of each particle, it would present a series of 
pictures to challenge the imagination. 


Whatever else may be said of dust, in this instance we are 
concerned with its effect upon electrical contacting sur- 
faces. When dust is present, the efficiency of the contacts 
is impaired and the life of their usefulness is shortened. 
Where the dust is eliminated as in the case of a Mercoid 
hermeticalfy sealed mercury switch, the contacting sur- 
faces are always constant in their efficiency and the life of 
the switch is prolonged indefinitely. 


Mercoid Controls have an advantage, because they are 
equipped exclusively with Mercoid DUST-PROOF switches 
—hence the assurance of better control performance, 
longer control life and greater economy in control value, 
regardless of costs. 


THE MERCOID CORPORATION * 4213 BELMONT AVE. * CHICAGO, ILL. 
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“.. your program will eliminate to a large extent many practices which 


have been time-consuming and have not led to constructive results,” 


N advocating an extension of 

repetitive manufacture to heavy 
power apparatus, General Electric 
was particularly conscious of the 
manufacturing economies that could 
be expected, with consequent cost 
savings to the buyer. 


Many of the utility men who have 
reviewed this proposal, however, 
were quick to point out other benefits 
resulting from further simplification 
and standardization of design. The 
writer quoted above, for example, 
stressed the fact that time and effort 
might be saved if one could ' ‘write 
a specification in a single line.” 
Another brought up the possibility 
of greatly shortened delivery time, 
as heavy apparatus took on more of 


GENERAL 





the characteristics of a shelf item. 
Maintenance savings were among 
the benefits emphasized by others. 

All of the comment shows agree- 
ment on one point: the need for co- 
operative action by buyers and 
builders alike if the full potenti- 
alities of repetitive manufacture are 
to be realized. Thus, design engi- 
neering can be concentrated on fun- 
damentals, and manufacturing can 
proceed with fewer modifications 
from unit to unit. 

May we count on your organi- 
zation to work with us in this direc- 
tion. General Electric Company, 
Schenectady, N. Y. 

Every week 192,000 G-E employees purchase 


more than a million dollars’ worth of War 
Bonds. : 


ELECTRIC 


301-108E-170 


—— 
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the Nation's 5th Carrier 


ag es er A sd 
From small, 
intricate process piping 
to the largest headers, 












Grinnell provides FLUID TRANS- 
PORT to speed war operations. 









ie 
roe 
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i the Nation’s war-production plants, Grinnell plants, at strategic points, afford 
Grinnell Prefabricated Piping is providing modern facilities for fabricating the connect- 


FLUID TRANSPORT for steam, air, gas ing links which convert a pile of pipe into a 

and liquids — vital services for production. complete piping system for efficient wartime 
In power stations, aviation gasoline refin- FLUID TRANSPORT. 

eries, synthetic rubber plants, fighting craft Write for Data Folder, “Grinnell Prefab- 

and merchant ships, Grinnell has furnished ricated Piping”. Grinnell Company, Inc., 

the experienced piping engineering to solve Executive Offices, Providence, R. I. Branch 

widely varied piping problems. offices in principal cities of U. S. and Canada. 


neaanecareo vine oy GRINNELL 


whenever PIPING is invoiveo 
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SAVE 50% 
IN TIME AND MONEY WITH 











THE ONE-STEP METHOD 


OF BILL ANALYSIS 











HAT effect is the war production program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 


The One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bil! Analysis.” 


Recording & Statistical Corporation 
Utilities Division 


102 Maiden Lane, New York, N. Y. 
Boston Chicago ; Detrolt Montreal Toroate 
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They’re war workers, those Alzak 
Aluminum Reflectors on the lighting 
system in your plant, designed and 
finished to do a most efficient job. 
Don’t handicap them by neglect. 
Note in the above light chart what 
a tremendous difference that dirt, if 
allowed to collect on a reflector, makes 
in reflectivity. Quite often, all that 
Alzak Reflectors need to keep them 
working at top efficiency is an occa- 
sional dusting with a dry cloth or 
washing with mild soap and water. 
Where conditions are more severe, 


other methods may be needed to 
“Registered Trade Mark 


Public Utilities Fortnightly 


remove the deposited dirt and grime. 

The glass-like hardness of the Alumi- 
lite finish (process patented) on Alzak 
Aluminum Reflectors makes cleaning 
easy. It won’t chip and it doesn’t 
scratch easily, assuring long life with 
continued high efficiency. 

The book, “Instructions for the Pro- 
tection and Maintenance of Alumi- 
lite Finishes and Alzak Reflectors”, 
tells you how to keep these reflec- 
tors doing their best. For a copy, write 
Atuminum ComMPANY OF AMERICA, 
2134 Gulf Building, Pittsburgh 


19, Pennsylvania. 


ALUMINUM 
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very tube in the right place. 





Exceptional condenser performance com 
down to tube layout more than to any oth 
single factor. Elliott engineers have work 
out a distribution of tubes in convergi 
straight lines—wide spacing at the top, d 
creasing to a minimum toward the point 
lowest pressure at the air offtakes. This 

of spacing insures uniform, maximum sted 
velocity which sweeps the tubes clear 
condensate and non condensable gases. 


A central steam lane feeds directly to 
hotwell, assuring equal pressure and te 
perature at top and bottom of the unit, a 
the deaeration of the condensate to a po 
where air content does not exceed 0.03 
per liter. There are no baffles to co 
changes in direction of steam flow. 


The photo shows a 27,000-sq. ft. Elli 
condenser which is now on duty at an ed 
ern utility. In construction and performa 
it is typical of the many Elliott conden 
serving many power stations and plants. 
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Due to war-time travel restriction, conventions listed are subject to cancellation. 
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{ Public Utilities Advertising Association concludes meeting, Chicago, Ill., 1944. 
{ Canadian Gas Association holds convention, Hamilton, Ont., Can., 1944 





cones Electrical Association will hold session, Murray Bay, Que., Can:, June 22, 





Oregon rg re Telephone Association will hold convention, Hood River, Or., 
June 23, 24, 











agg mg een Telephone Association will convene for session, Hood River, 
, June 23, 24, 1 





Society for oo ee of Engineering Education will hold meeting, Cincinnati, Ohio, 
June 25-28, 1944. 





American Water Works Association starts annual conference, Milwaukee, Wis., € 
1944. 





National District Heating Association starts meeting, Pittsburgh, Pa., 1944. 





American Society for Testing Materials will convene, New York, N. Y., June 26-30, 
1944, 











American Institute of Electrical Engineers will hold national technical meeting, St. 
Louis, Mo., June 26—-30,, 4. 





| American Gas Association will hold Conference on Operation of Public Utility Motor 
Vehicles, Philadelphia, Pa., June 27, 1944. 





American Society of Civil Engineers will hold session, Cleveland, Ohio, July 19-21, 
1944, 





American Society of Mechanical Engineers starts meeting, pourra Pa., 1944, 
{ Iowa Utilities Association convenes, Des Moines, Iowa, 19 








| American Water Works Association, Western Pennsylvania Section, will hold @ 
convention, Pittsburgh, Pa., Sept. 13, 14, 1944. 











{ National Safety Congress will be held, Chicago, Ill., Oct. 3—5, 1944. 
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Declaration of Independence—Then and Now 
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Something to Be Proud of 


The author, president of the Council of Electric 

Operating Companies, outlines some of the out- 

standing accomplishments of the industry, including 

the noteworthy codperative réle it has played in the 
war, and then looks ahead. 


By TOM P. WALKER 


NE of the most pleasant tasks 
@ I can think of is to parade the 
accomplishments of the elec- 
tric light and power industry. 
Self-laudation is a good needle for 
jaded nerves, if taken in proper doses. 
It may not always be in the best taste, 
but self-pity, to which some of us have 
been addicted, leads along queer and 
dismal paths. Too great a concentra- 
tion on one’s troubles breeds strange 
behavior. 
Because the thinkin gand planning 
for our industry during the past few 
years has been more on the depressive 
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side, it is quite in order that we review 
our achievements for the sake of our 
own spirits. I shall therefore mention 
some things of which we may be proud, 
rather than discuss the troubles that 
beset us, and then project on that foun- 
dation of performance a program of 
thought and action for the future. 
One might start with the wizardry 
of Thomas Edison and catalogue the 
amazing accomplishments from the 
very beginning. Under the youthful, 
zealous leadership of rugged pioneers, 
operating in the traditional American 
spirit of individual enterprise, this in- 
JUNE 8, 1944 
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dustry contributed more than its share 
to the establishment of the highest 
standard of living in all the world. It 
is not difficult to demonstrate that high 
wages are largely due to the produc- 
tive capacity which electric power pro- 
vides the worker; the liberation of the 
housewife from her slavery and the 
farmer from his dawn-to-dusk toil, 
mass production methods which pro- 
duced the automobile, the radio, and so 
many other devices of our modern 
civilization for the advancement of the 
common man could not have been pos- 
sible without electric power. One could 
romance in the past and find much of 
which to be proud, not excepting even 
those dark days when our industry was 
the whipping-boy for most of the 
abuses of a hectic era. 


HOUSANDS of high-minded, in- 
telligent, and energetic men and 
women, from Thomas Edison’s time 
on, built their careers in the traditional 
American way by providing to all 
America new comforts and conven- 
iences and more efficient methods to 
accomplish back-breaking tasks. They 
built well the benefits of electric serv- 
ice and so provided a better way of 
life for all people, poor and rich alike. 
We were full of confidence in those 
earlier days. Our minds worked fast 
on new and better ways to do our jobs. 
Engineers developed new methods of 
generation, transmission, and distribu- 
tion. We found means to cope with 
such obstacles as lightning and equip- 
ment failures. We promoted the use 
of appliances in the home. We found 
airconditioning for offices and fac- 
tories. We proved good lighting in- 
creased production in the factory, pre- 
served eyesight in the home. We saw 
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to it that all classes of customers were 
able to secure the best of everything 
that electrically contributed to thei: 
comfort, convenience, and efficiency; 
We made ourselves citizens whereve 
we served. 

The life of the electric industry j 
less than the life span of the averagd 
American citizen. In that short time! 
starting with Mr. Edison’s modest 
Pearl Street station, we extended our 
service at ever-decreasing costs to con 
sumers in homes, factories, and farms, 
By 1920, less than twenty-five year 
ago, we were considered an established 
industry. Yet, we then had less tha 
9,000,000 residential customers ; by thd 
end of 1942, we had three times thai 
number, Residential consumption in 
1920 averaged 339 kilowatt hours; j 
1942, it too had trebled. The average 
cost for a kilowatt hour to residential 
customers in 1920 was 7.45 cents; i 
1942 it was less than half that amount 
The total energy output in 1942 wag 
440 per cent greater than in 1921, while 
the generating capacity was 223 pe 
cent greater. 


 Nepaccigas service was first supplied 
only in congested metropolita 
areas, later in smaller cities and towns 
and still later to small towns and ham 
lets. This was a normal and natura 
development. Rural areas were the last 
to be covered. Few laymen know toda 
that the utilities ever did anything to 
extend service to the farmer. Yet the 
facts are that, in 1942, private compa 
nies were serving at retail over 1,500, 
000 farms while REA served onl} 
about 1,000,000, and about half ot 
these with energy purchased wholesal 
from private companies. ; 
But in spite of these accomplish 
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ments, our industry incurred public dis- 
favor. 

Twenty years ago a speaker at 
one of our meetings expressed the fear 
tht we might grow faster than the 
public understanding of our business. 
That seems to have been the fate that 
overtook us—that, and the fact that 
wehad grown too rapidly for the moral 
strength of a few within the industry 
itself. 

In the late twenty-nine’s and early 
thirty’s a series of attacks were leveled 
against the industry. The guilty and 
the innocent alike were held up to pub- 
lic scorn and ridicule. 

Tax - supported power projects 
sprang up everywhere. PWA grants 
for municipal plants were available al- 
most for the asking. Millions were 
poured into REA ventures. Flood con- 
trol authorities and reclamation proj- 
ects were set up, which later proved to 
have power as the dominating activity. 
There was little regard to the duplica- 
tion of services or the destruction of 
an industry which had labored so well 
in the public welfare. Instead of cor- 
rective measures to prevent the evils 
ofa few, laws were passed that shook 
the very foundations of corporate and 
financial structures. Instead of a just 
punishment for those whose guilt could 
be proved, no stone was left unthrown 
that could possibly be pitched at the 
“power trust.” 


HEN came the day when America 

became the “Arsenal of Democ- 
racy.” The productive capacity of our 
whole nation was called upon to oper- 
ate on a scale never before visualized. 
The cornerstone of that vast produc- 
tion effort would be an abundant sup- 
ply of electric power. From high places 
in the government we heard dire pre- 
dictions that the power industry was 
not ready for the task. The construc- 
tion of additional, tremendous Federal 
power projects was demanded to meet 
the new requirements. But there were 
others, with long experience in the in- 
dustry, who were able to foresee that 
power supply was more adequate than 
it was being pictured, and that, with 
intelligent coordination and reasonable 
additions, the situation could very well 
be met. 

That spark of confidence touched 
off a new spirit of enterprise within this 
whole industry, which now has flow- 
ered into one of the most outstanding 
performances on the production and 
civilian fronts. It is in this war achieve- 
ment that we now find the tangible ac- 
complishments which make us all so 
very proud. They symbolize our dra- 
matic part in the war effort. The more 
magnificent is the exploit in that it not 
only met every demand imposed by the 
war, but it also maintained adequately 
all other services. No other industry 
established such a record. 


e 


men and women, from Thomas Edison’s time on, built their 


| “THousanps of high-minded, intelligent, and energetic 


careers in the traditional American way by providing to all 
America new comforts and conveniences and more efficient 
methods to accomplish back-breaking tasks. They built well 
the benefits of electric service and so provided a better way of 
life for all people, poor and rich alike.” 
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HH” the electric industry met the 
tremendous demands of war and 
how it is still meeting them is a long, 
long story. Consider a few items: The 
openhanded coéperation with the Office 
of War Utilities ; the skilled and trained 
personnel sacrificed by electric compa- 
nies to Washington when the new de- 
mands made every man on the payroll 
an essential cog; the pooling of power 
by unrelated systems which for years 
maintained a self-sufficient and iso- 
lated existence; the zealous effort to 
conserve electricity with the certainty 
of losing revenue, not because there 
was a shortage of power but in the in- 
terest of saving man power, fuels, 
transportation ; the pooling of surplus 
inventories so that there would not be 
a drain on the overtaxed facilities of 
manufacturers devoting their efforts to 
the production of materials for direct 
war purposes; the resourceful and in- 
dependent solution of management 
problems brought about through criti- 
cal shortages of man power, materials, 
and equipment ; the great increase over 
peace-time requests for participation of 
the company and its employees in civic 
affairs, war bond drives, civilian de- 
fense, Red Cross, and all other such 
activities which, as in peace time, in- 
evitably gravitated to the light com- 
pany’s office. 

Each of these items and others de- 
serve a chapter in any book that might 
be written on the electric industry’s 
contribution to World War II. Shall 
we take a glimpse of the contribution 
which power pooling made? 


 & is not an easy matter to portray 
so that “he who runs may read” the 
important part electric power is play- 
ing to help win this war. One can 
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see an airplane majestically gliding 
through the skies, but one cannot see 
the electric power that produced the 
aluminum for its body, the parts for 
its motors, or the many instruments 
fashioned by delicate, high-precision 
machines, electrically driven. 

One can see the might and power 
of steel giants we call battleships and 
glory in the realization that we have 
the mightiest Navy and the greatest 
Merchant Marine in the world’s his- 
tory, but one does not see the electric 
furnaces that made the steel, the elec- 
tric cranes that moved tons of parts, 
electric welders that sewed them to- 
gether to make this mighty armada. 

It is even more difficult to describe 
the war-time advantages of power pool- 
ing. The resourcefulness and ingenuity § 
of engineers evolving means of sup- 
plying a tremendous amount of power 
for an aluminum plant built overnight 
the Southeast from as faraway areas 
that holds little of the dramatic for the 
layman. Likewise it is difficult to 
dramatize the transmission of power 
during an unprecedented drought to 
the Southeast from as far-away areas 
as Virginia and Texas. Only the bet- 
ter informed of the industry itself 
know the serious accident that took 
place in New York city last year. Al 
though a New York generating sta- 
tion suddenly lost 320,000 kilowatts 
through a fire and explosion, no power 
failure took place because system after 
system poured power, one into another, 
from as far away as Vermont and New 
Hampshire. The hundreds of thow- 
sands of consumers did not even know 
anything was happening. Without 
pooling of power a paralysis of service 
for hours or even days could not have 
been averted. 
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Life Span of Electric Industry 


TT life of the electric industry is less than the life span of the 

average American citizen. In that short time, starting with Mr. 

Edison’s modest Pearl Street station, we extended our service at ever- 

decreasing costs to consumers in homes, factories, and farms. By 1920 

less than twenty-five years ago, we were considered an established indus- 

try. Yet, we then had less than 9,000,000 residential customers; by the 
end of 1942, we had three times that number.” 





N™ the idea of power pooling is 


not new. What ts new is its ap- 
plication to widespread areas between 
companies having no corporate rela- 
tionship. Electric systems are built to 
be self-sufficient. Pride of manage- 
ments in system dependability and 
economy of operation is justifiable. It 
is no easy decision to make when a 
company realizes it risks continuity of 
service to its own customers through 
pooling with another in whose ability 
it does not have full confidence. Then, 
too, there are substantial legal barriers 
affecting rates and practices that must 
be faced when systems are intercon- 
nected. The picture of utility manage- 
ments sitting around a table waiving 
prerogatives and policies of long stand- 
ing is eloquent evidence of a high type 
of cooperation for the welfare of the 
nation, 


During the 5-year period from 1938 
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to 1943, our industry increased its pro- 
duction almost twice with only 27 per 
cent more generating capacity. Granted 
that the bulk of this energy was made 
possible by multiple-shift operation and 
the use of reserve equipment, and that 
some was acquired because war time 
was fixed in the early days of the war, 
while pooling was not the major fac- 
tor, it was of tremendous importance, 
and added a marginal amount of ca- 
pacity which could have been dupli- 
cated only at great expense to the total 
war effort. The results are truly im- 
pressive when contrasted with the situ- 
ation which would have prevailed had 
our industry constructed tremendous 
new plants to take care of all the new 
war loads. We would indeed have a 
dramatic example if we could name the 
ships now sailing the seas on their 
errands for the war that might never 
have been available had their turbines 
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been installed unnecessarily in some 
power project. 


oe is a distressing lack of ap- 
preciation of the splendid over-all 
job our industry has done. Why? Be- 
cause the story has not been told out- 
side our own small circle. If we in the 
industry do not tell the story, who will? 
It was nice to have the head of the Of- 
fice of War Utilities publicly say 
how well our industry was serving 
the nation, and the award by the Coffin 
Foundation was evidence that there is 
some outside appreciation. We were 
all delighted to read a few months ago 
The Saturday Evening Post article, 
“The Power Shortage That Didn’t 
Come.” But these represent only a 
trickle of the available information. 

Our highest prize for past accom- 
plishments is the pride we now have 
in our war record. But what shall be 
our rewards five or ten years from 
now? Decorations tarnish and words 
of commendation fade with the passage 
of time. The thrill we of the industry 
feel now in our satisfaction for a job 
well done will vanish with the next 
slight setback. We dare not put too 
much stock in this new-found pride 
unless we can put it to use in the serv- 
ice of the public. Our greatest test as 
an industry is in the future—a test 
even more severe than that of war. We 
have proved that under war-time handi- 
caps we were “Never too little, never 
too late,” not only for the production 
front but the home front as well. 


oe philosopher has said, “We 
dare not have pride in the past un- 
less we have vision for the future.” 
Judging from its record, our industry 
can surely tap new energies for the de- 
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mands of the immediate years and gen. 
erate new hope for a fruitful future of 
useful service. Our accomplishments, 
while vital from a material point of 
view, have produced results even more 
important to us, They beget a new sense 
of solidarity, new incentives to work 
together as a team, new strength in our 
ability to do a unified job. Perhaps our 
rebirth as an industry has taken place. 

If one has read of the Baruch and 
Hancock plan for our future national 
economy, he knows that Congress js 
considering legislation on _ postwar 
problems and that various industries 
are planning for the day when the 
fighting ceases. At that time the em- 
phasis will change completely from the 
prosecution of destructive war to build- 
ing a constructive peace. There will be 
a complete reconversion both of prod- 
ucts and ideas. The munitions manu- 
facturer will go back to making electric 
appliances, the automobile builders to 
new models. All will have reconversion 
problems to the solution of which the 
electric industry can contribute some- 
thing. The electric industry will have 
no comparable product problems, but 
must find some way to reconvert its 
attitudes, pool its ideas as it did its 
power, and revive its faith in itself and 
the things for which it stands. 


M EANWHILE our industry must not 
neglect the present. The war is 
yet to be won. Electric power is as es- 
sential now as it ever was. The high 
war standards we have established 
must be maintained, and that will not 
be an easy task. Coal will be short next 
winter, More and more essential men 
will be lost to the armed forces. Other 
problems will present themselves. But 
we have shown that we can overcome 
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obstacles. The industry must emerge 
from the war with its record intact— 
“Never too little, never too late.” 

The men who come back from the 
fighting will expect to find better op- 
portunities than their dads found after 
World War I. No doubt many came 
back from the last war, even as I did, 
toa job in an electric company on the 
threshold of great developments. We 
found a spirit of accomplishment, 
great tasks to perform that required 
eager men with ambition and ideas. If 
the industry is again to find willing re- 
cruits for a future of active usefulness, 
it must offer something akin to that 
old enthusiasm. Only then can it ex- 
pect an inflow of able young men, who, 
fired by our enthusiasm, will be inspired 
to carve a brilliant future for them- 
selves and for the industry. 

The public is eager for the day when 
it can shop for the many items of elec- 
tric equipment which add so much to 
the joy and efficiency of living. Back- 
ing up this equipment, they want an 
honest service, cheerfully rendered, and 
down in their hearts they think we can 
best give it to them. Enthusiastic op- 
erating organizations, reinforced by 
the youth and vigor of returned serv- 
ieemen, can make a tremendous im- 
pact on this hungry public. The indus- 
try should be preparing now, with 


& 


cheerful, hopeful approach, based on a 
conviction that it can do the same mas- 
terful job in peace as it did in war. 


> ye of its most important oppor- 
tunities has to do with electric 
service for rural areas. For many 
years, our industry had a rural program 
which seemed quite adequate. Then out 
of the depression came a nonindustry 
plan based on tax subsidies. It was 
sold to the farmer as a boon to him and 
to the worker as unemployment relief. 
There are now clear signs that the pro- 
gram is not meeting expectations. 
There is need for a comprehensive 
plan which takes into account the long- 
time public interest of the farmer, the 
worker, and the taxpayer. Our indus- 
try can and should help prepare this 
plan. Joint conferences of electric com- 
pany managers, farmers, and govern- 
ment agencies should coordinate pres- 
ent facilities with new ones to be built, 
eliminate duplication, and make the 
fullest possible use of all equipment. 
Such conferences approached by all 
elements in a constructive spirit could 
do much to clear away the underbrush 
that now retards the orderly develop- 
ment of electric service to rural areas. 

But rural electrification is only one 
of many activities on which our indus- 
try can furnish some assistance. There 


metropolitan areas, later in smaller cities and towns, and still 


qj “ELECTRIC service was first supplied only in congested 


later to small towns and hamlets. . 


.. Rural areas were the 


last to be covered. Few laymen know today that the utilities 
ever did anything to extend service to the farmer. Yet the 
facts are that, in 1942, private companies were serving at 
retail over 1,500,000 farms while REA served only about 
1,000,000, and about half of these with energy purchased 
wholesale from private companies.” 
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are other pressing problems which in 
the public interest we should lend an 
oar—and still others, which I need not 
detail, on which the industry for its 
own preservation must do something 
promptly. 


HIS suggestion is not startling or 

revolutionary. Many industries 
are planning for the future now. So is 
the government. The Baruch report is 
only one part of it. Recently the Direc- 
tor of War Mobilization pointed to the 
many problems that will face the gov- 
ernment and what studies are being 
made to meet each one. 


Our industry likewise must prepare. 
We must devote sound study on what 
is to be done and who is to do it. Wash. 
ington is not only the political capital 
of America, but the economic center as 
well. 

Decisions made there affect the 
social and economic lives of all peo- 
ple—in cities, towns, villages, and ham- 
lets in every corner of this land of ours, 
There is need, therefore, of close-knit 
national unity for the electric industry, 
The unity engendered by the patriotic 
will “To help speed victory” can be 
the inspiration for the creation of post- 
war unity as well. 





66’ - need for governmental action is primarily in pro- 
viding an orderly means for the withdrawal of govern- 


ment from its war-time business. This calls for governmental 
codperation in the orderly termination of its contracts, the 
early making and publishing of inventories of surplus plants, 
tools, materials, and supplies, the removal of government ma- 
chinery from private plants, the provision of temporary financ- 
ing pending payment of government obligations, and the gen- 
eral reéstablishment of that dynamic initiative which springs 
from private enterprise. At the same time, there must be gov- 
ernmental support of fair practices and protection against eco- 
nomic dictatorships which can be as detrimental as political dic- 
tatorships. Above all there must be stability and reasonable as- 
surance of stability for a substantial number of years ahead 
so that private funds may be invested intelligently in new en- 
terprises.” 
—Harotp H. Burton, 
U. S. Senator from Ohio. 
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A Suggested Solution of the 
Depreciation Problem 


The author considers the problem as applied to 

utility companies whose book reserves are equal to, 

or in excess of, the reserve requirement and to those 

whose book reserves are less than the book require- 

ments, and to the varying condition in each of the 
groups. 


By C, E. PACKMAN 
CONTROLLER, MIDDLE WEST SERVICE COMPANY, CHICAGO 


VER since the decision of the Su- 
kK preme Court of the United 

States in the Knoxville Water 
Company Case in 1909, depreciation 
has been more or less generally recog- 
nized in the determination of rate mat- 
ters. Consideration has been given 
both to the amount of depreciation al- 
lowable as operating cost or expense 
and to the amount accrued and de- 
ductible from the rate base. Mean- 
while, there has been little consistency 
in accounting for depreciation on the 
books of utility companies. Down 
through the years this divergence ap- 
parently has been rationalized on the 
basis that depreciation, as contemplated 
in rate matters, was something other 
than amortization of cost or consump- 
tion of property. The history of regu- 
lation certainly seems to have encour- 
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aged this distinction. From 1909 to 
1922 there was no established guide to 
the accounting on any uniform basis. 
From 1922 to 1937 the retirement re- 


serve method was the accounting 
guide, recommended by the National 
Association of Railroad and Utili- 
ties Commissioners (NARUC) and 
adopted by a majority of the state com- 
missions. Thus we have a long period 
of years in which there was no serious 
contention that the amounts to be re- 
corded upon the books for retirement 
losses, consumption of property, depre- 
ciation, or what have you, should be 
synonymous with ,or consistent with, 
the amounts allowed in rate matters. 
As of January 1, 1937, there was 
promulgated the first uniform system 
of accounts containing the requirement 
for depreciation accounting practices 
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applicable to utilities more or less gen- 
erally. Other systems containing the 
same requirement followed quickly. 
Since January 1, 1937, considerable 
effort has been expended in an en- 
deavor to outline in precise terms what 
the somewhat general depreciation ac- 
counting requirements of these sys- 
tems of accounts should mean. This ef- 
fort was climaxed in September, 1943, 
by the filing of the report of the de- 
preciation committee of the NARUC 
with the annual meeting of that body. 

It seems generally recognized that 
the aforesaid report calls for the uni- 
form application of the straight-line 
method of depreciation accounting, 
retroactively imposed. While the re- 
port acknowledges justification for the 
use of interest and other methods for 
certain specific purposes and concedes 
that the retroactive application of the 
straight-line method is fraught with 
delicate questions requiring the highest 
degree of equitable judgment, there is 
grave doubt that the language of the 
report seriously contemplates any de- 
parture from a rather narrow concept 
of the matter. Notwithstanding the 
advisory nature of the report, its en- 
dorsement by the NARUC will carry 
with it possibility of its general accept- 
ance as the sole guide to proper proce- 
dure, Accordingly, its recommenda- 
tions should be based upon the fullest 
realization of its attendant effects. 

A conviction is strongly held that 
the utility industry can afford to ac- 
cept almost any kind of depreciation 
accounting standard for the future, 
provided consistency is recognized be- 
tween what is required for accounting 
purposes and what is allowed in rate 
matters, except with respect to the 
amount of accrued depreciation to be 
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deducted from the rate base in certain 
cases. In the light of the past history 
of the question, it is inevitable that in 
many cases serious inequity will ensye 
on occasion if consistency is insisted 
upon in this latter regard. 


I’ the utility industry were alone re. 
sponsible for the inconsistencies of 
the past, there could be no cause for 
complaint, but that is not the fact. From 
1922 to 1937 regulatory authority it- 
self was the official sponsor of the ac. 
counting guide—the retirement re. 
serve method. Therefore it does not 
seem that regulatory authority should 
now set a new standard and advocate 
its imposition with full retroactive 
effect. 

Chapter V of the report of the com- 
mittee on depreciation of the NARUC 
discusses the various methods of com- 
puting depreciation. and finally ex- 
presses the conclusion (page 91) that 
“the straight-line method is reason- 
able, equitable, and generally preferable 
for accounting, financial, and regula- 
tory purposes.” In Item 31 of the sum- 
mary of the report it is stated: 

In principle any necessary correction of 
depreciation reserves should be made through 
surplus or a special section of the income 
account. However, the adjustment of in- 
adequa‘e depreciation reserves, while sound 
in theory, presents many practical difficulties. 

Where such deficiencies are serious, it is 
desirable to make every effort to adjust 
them, although it is recognized that the ap- 
plication of a uniform rule without regard 
to what is equitable and feasible under the 
circumstances of individual cases might 
cause injury to security holders out of pro- 
portion to the long-range benefits. There- 
fore, it is concluded that the objective ot 
correcting inadequate reserves should be ap- 
proached with appropriate consideration of 


the practical effects of alternative courses of 
action. 


In Chapter VII of the report, page 
112, the following is stated: 
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A SUGGESTED SOLUTION OF THE DEPRECIATION PROBLEM 


Changes in methods of accounting for de- 
preciation may also raise the problem of ad- 
jus'ment of depreciation reserves. The mat- 
ter is particularly pertinent now because of 
the recent change to depreciation accounting 
from the retirement reserve method former- 
ly followed by most electric, gas, and water 
utilities. The reserves accumulated by utili- 
ties under that method are lower in many 
instances than full depreciation reserve re- 
quirements. The desirability of increasing the 
reserves in these instances seems clear. Three 
alternatives may be considered: (1) an im- 
mediate correction of the reserve, involving 
substantial appropriation of surplus; (2) 
gradual elimination of the deficiency through 
increased depreciation charges in the future; 
and (3) leaving the reserve deficiency undis- 
turbed with the thought that subsequent 
growth of plant will minimize its relative 
importance. 


B) Fusns passages from the report 
seem to indicate a sympathetic 
attitude on the part of the committee 
toward this question of retroactivity, 
but there seems to be room for doubt 
that it will be so treated. A careful read- 
ing of the 1943 report of the commit- 
tee creates the impression that the com- 
mittee has receded somewhat from its 
position with respect to the recognition 
of a transition period as expressed in 
its 1938 report (page 24) and in its 
1939 report (page 20). Notwithstand- 
ing the sympathetic generalities ex- 
pressed, there is the possibility that ad- 
herence to the principle enumerated 
above in the first sentence of Item 31 
of the summary will be established as 
an inflexible guide. 


This whole question of retroactivity 
is academic to some extent. Chapter 
VI of the report is devoted to the esti- 
mation of service life, which the com- 
mittee says is indispensable to the ap- 
plication of most methods of comput- 
ing depreciation expense and accruals. 
There is apparently no question but 
that the committee advocates the serv- 
ice-life approach as the controlling 
basis for computing depreciation. But 
that committee recognizes that 


. .. most of the property has not been in use 
long enough to give a history of completed 
generations. .. . 


Notwithstanding this, the commit- 
tee says— 


. . . all information on service life that 
can reasonably be obtained from study of 
past experience should be investigated for 
such light as it can yield. 


The committee outlines the two 
broad groups of methods for the sta- 
tistical estimation of service life which 
are the “actuarial” methods and the 
“turnover” methods. It says: 

. . . The actuarial methods yield more 

reliable results but require more detailed 

data. Turnover me‘hods are used where ac- 
tuarial data are lacking or when one 1s un- 


able or unwilling to take the time and trouble 
to make more elaborate analyses. 


’ seems certain that a considerable 
period of time must elapse before 
adequate data will be available for the 


e 


“As of January 1, 1937, there was promulgated the first 
uniform system of accounts containing the requirement for 
depreciation accounting practices applicable to utilities more 
or less generally. Other systems containing the same re- 
quirement followed quickly. Since January 1, 1937, con- 
siderable effort has been expended in an endeavor to outline 
in precise terms what the somewhat general depreciation 
accounting requirements of these systems of accounts should 


mean.” 
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use of statistical methods in the de- 
termination of service lives. The plant 
records of the great majority of utility 
companies are not now suitable for 
such purpose. Neither will the comple- 
tion of original cost studies materially 
improve the situation in most cases. 
Statistical methods are most reliable 
when they deal with plant units. Most 
original cost studies are directed solely 
to the determination of original cost 
dollars. Even in cases where plant 
units are dealt with, the method has 
been to establish the existence of sur- 
viving units by inventory methods. In 
neither case do the studies usually pro- 
duce a history of either the units or the 
dollars in terms of age of retirements 
or surviving units adequate to reach 
the desired result. 

While the turnover methods deal 
with plant dollars only, corresponding 
infirmities exist in the plant accounting 
records of the vast majority of utility 
companies. Nor will the original cost 
studies produce adequate data. 

Therefore, as has been said, the 
ability to determine the effect of the 
retroactive application of any method 
of depreciation accounting is at the 
moment somewhat academic. Even so, 
the fears of the industry are not 
chimerical. In order to convert im- 
mediately, a tremendous and costly ef- 
fort is involved which is not necessarily 
assured of success. Meanwhile there 
exists the possibility that many com- 
panies will be charged with capital im- 
pairment, etc., because their reserves 
fail to measure up to the new standard. 
This is well illustrated in the memo- 
randum presented by the American 
Gas Association to the committee on 
depreciation of the NARUC in its 
meeting held in New York city on 
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February 2 and 3, 1944, when the Gas 
Association showed that a study of 72 
member companies indicated that im. 
mediate retroactive conversion to the 
straight-line method of depreciation 
accounting would show the appearance 
of impairment or insolvency by a sub- 
stantial margin after eliminating all 
capital and earned surplus and reserves, 
As the Gas Association said, a change 
in regulatory requirements does not 
produce actual insolvency, but it might 
create an appearance of insolvency 
which is almost as injurious to com- 
pany credit and freedom of corporate 
financial action. 


} view of this, it is suggested that 
all assertions or intimations con- 
tained in the report that reserves should 
be immediately converted to the new 
standard be deleted and that it be suc- 
cinctly stated that, except in the most 
unusual cases, there be no intimation 
of capital impairment because of the 
failure of any reserve to measure up 
to the new standard. The unusual cases 
will be only those in which the reserves 
cannot be considered adequate by ref- 
erence to the minimum standard of the 
past, no matter how computed. This 
would involve the complete elimination 
of Chapter VII except as it might re- 
éstablish the recognition of a transi- 
tion period and an outline of the ulti- 
mate objective with respect to reserves. 

The foregoing is predicated on the 
proposition that Item 3, previously 
quoted, from Chapter VII, page 112, 
of the report is a truism— 

. . . leaving the reserve deficiency undis- 

turbed with the thought that subsequent 


growth of plant will minimize its relative 
importance, 


The trend of experience seems to 
indicate much in support of this be- 
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Standard for Depreciation Accounting 


—— the utility industry were alone responsible for the inconsistencies 
of the past, there could be no cause for complaint, but that ts not 
the fact. From 1922 to 1937 regulatory authority itself was the official 
sponsor of the accounting guide—the retirement reserve method. There- 
fore it does not seem that regulatory authority should now set a new 
standard and advocate its imposition with full retroactive effect.” 





coming a fact. For example, the re- 
ports of the public utilities division 
of the Securities and Exchange Com- 
mission indicate the following rela- 
tionships of depreciation reserve to 
fixed capital : 

1937 


9.18% 


1942 


159 Companies 
150 Companies 
204 Companies 


be improvement at the end of 
1937 over the end of 1930 is 2.77 
per cent, or approximately 43 per cent ; 
the improvement at the end of 1942 
over the end of 1930 is 8.57 per cent, 
or approximately 133 per cent; while 
the improvement at the end of 1942 
over the end of 1937 is 5.80 per cent, 
or approximately 63 per cent. While 
it can be seen that an improvement was 
taking place even before the promulga- 
tion of the systems of accounts con- 
taining depreciation requirements, the 
trend has been speeded up since that 
time. 


14.98% 
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The number of companies involved 
with the foregoing statistics represents 
a pretty fair cross section of the utility 
industry since no company has been 
dealt with by the SEC unless it had 
over $5,000,000 of assets. It is under- 
stood that the average reserve position 
of the utility companies in one state 
has approached 25 per cent. While the 
average reserve position of the 204 
companies treated by the SEC does not 
approach one which would be com- 
parable to a position based on com- 
puted reserve requirements, neverthe- 
less it is approximately equal to what 
has usually been deemed in the past a 
standard of adequacy. If the improve- 
ment continues with the rapidity which 
is evidenced in recent years, there is 
reason to believe that the whole prob- 
lem will solve itself. Since control of 
this trend will continue to rest with 
regulatory authority, there would seem 
to be good reason for the suggestion to 
JUNE 8, 1944 
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eliminate the requirement of retroac- 
tive application from the report of the 
committee. 


cues, if it is insisted that the 
retroactive question must be con- 
cretely recognized, then it is suggested 
that the report be revised so as to deal 
with the situation on the basis outlined 
hereinafter. In no other way is it be- 
lieved that the equities of the situation 
will be squarely met. Manifestly, the 
working out of those specific or par- 
ticular situations which may arise is a 
matter to be handled by agreement be- 
tween the affected utility companies 
and their state commissions. 

The problem is by no means simple, 
as a variety of situations will be found, 
each of which must be met in a different 
manner. The utility companies will 
generally fall into two groups, (1) 
those whose book reserves are equal 
to, or in excess of, the reserve require- 
ment, and (II) those whose book re- 
serves are less than the reserve require- 
ment. Various conditions will be found 
in each of these groups, Each such con- 
dition is dealt with first under the broad 
general heading of the two groups spec- 
ified above and then according to the 
particular condition, as indicated in the 
subgroups thereunder. It also seems 
necessary to deal differently with com- 
panies which have gone through com- 
prehensive rate proceedings and those 
which have not, because of the addi- 
tional data which may be available in 
case of the former. 


Group I 
Companies Whose Reserves Are Equal 
to, or in Excess of, the Reserve 
Requirement 
HIS group of companies will like- 
wise fall into two general sub- 


groups: (a) those which have gone 
through comprehensive rate proceed. 
ings and (b) those which have not. 
The distinction arises from the ability 
of the (a) group to measure the 
amount of depreciation allowed as Op- 
erating cost in rate matters and there. 
fore presumably collected from con. 
sumers. If, with respect to any compa- 
nies in group (a), notwithstanding a 
past history of rate proceedings, it is 
impossible to determine the amount 
collected from consumers, their situa- 
tions will have to be met in the same 
manner as provided for companies in 


group (b). 


mee (a)—Companies having 
undergone comprehensive rate pro- 
ceedings—For this group of companies 
it is suggested that the amount to be 
deducted from the rate base shall be 
that portion of the book reserve which 
has been collected from consumers, 
(A) In the event that the amount 
collected from consumers is less than 
the book reserve, but greater than the 
reserve requirements, the situation 
shall be dealt with as in Chart A. Gen- 
erally speaking, this group of compa- 
nies will be found to have a book re- 
serve in excess of the amount collected | 
from consumers, which excess should 
revert to the benefit of investors. It 
will also be found to have an amount 
collected from consumers in excess of 
the reserve requirement, which is the 
ultimate objective, and which excess 
should revert to the benefit of con- 
sumers. This chart assumes a book re- 
serve of $1,200,000 as shown in Col- 
umn 1, an amount collected from con- 
sumers of $1,100,000 as shown in Col- 
umn 2, and a reserve requirement of 
$1,000,000 as shown in Column 3. 
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Since the ultimate objective, both ac- 
counting and rate wise, is the reserve 
requirement, it appears from Column 
3 of Chart A that the book reserve of 
$1,200,000 is $200,000 in excess of this 
objective of $1,000,000. Of this ex- 
cess, $100,000 has been provided ex- 
clusively by investors; the balance of 
$100,000 has been collected from con- 
sumers. Following the principle enu- 
merated in the first paragraph devoted 
to this subgroup of companies, the in- 
terim deduction from the rate base is 
to be the amount collected from con- 
sumers, or $1,100,000; therefore the 
excess of the book reserve of $1,200,- 
000 over $1,100,000, or $100,000, may 
be restored to surplus or otherwise ap- 
propriately treated. When this top seg- 
ment of Column 3, or $100,000, shown 
between Columns 3 and 4, shall have 
been disposed of, the adjusted book re- 
serve and the interim deduction from 
the rate base will be the same as shown 
in Column 4. 

By reference to Column 4, it will be 
seen that at this point the amount col- 
lected from consumers and the adjusted 
book reserve will be the same. Since 
the amount collected from consumers, 
$1,100,000, is in excess of the ultimate 
objective, the reserve requirement of 
$1,000,000, the excess of $100,000 is 
returnable to consumers. The most 
practical means of returning this $100,- 
000 to consumers is in the form of a 
so-called consumers’ dividend. This 
may be done by a cash payment, or a 
credit on consumers’ bills of a single 
amount or, if the amount is too large, 
of a series of annual payments or 
credits according to the ability of the 
company to absorb the amount. As a 
prelude to the return of this amount to 
the consumers, the top segment of Col- 
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umn 4 may, if desired, be credited to 
special reserve against which the con. 
sumer dividends may be charged, 

When this whole process is com- 
pleted, the adjusted book reserve, the 
reserve requirement, and the deduction 
from the rate base will be the same as 
in Column 5 of Chart A, the ultimate 
objective will have been attained, and 
consistency in accounting and rate mat- 
ters will exist for the future. 

(B) In the event that the amount 
collected from consumers is less than 
the reserve requirement, and the re- 
serve requirement is less than the book 
reserve, the situation shall be dealt with 
as in Chart B. Generally speaking, this 
group of companies will be found to 
have a book reserve in excess of the re- 
serve requirement (which is the ulti- 
mate objective), which excess should 
revert to the benefit of investors. It 
will also be found to have a reserve re- 
quirement in excess of the amount col- 
lected from consumers, which excess 
will have to be collected from consum- 
ers in the future. This chart assumes a 
book reserve of $1,200,000 as shown in 
Column 1, a reserve requirement of 
$1,000,000 as shown in Column 2, and 
an amount collected from consumers of 
$900,000 as shown in Column 3. Since 
the ultimate objective, both accounting 
and rate wise, is the reserve require- 
ment, it appears from Column 3 of 
Chart B that the book reserve of $1,- 
200,000 is $200,000 in excess of the 
objective of $1,000,000. All of this ex- 
cess has been provided exclusively by 
investors since the amount collected 
from consumers is less than the re- 
serve requirement. Accordingly, all of 
this excess of $1,200,000 over $1,000,- 
000, or $200,000, may be restored to 
surplus or otherwise appropriately 
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treated. When this top segment of Col- 
umn 3, or $200,000, shown between 
Columns 3 and 4, shall have been dis- 
posed of, the adjusted book reserve and 
the reserve requirement will be the 
same. 

Again following the principle set 
forth in the first paragraph devoted to 
this group of companies, the interim 
deduction from the rate base is to be 
the amount collected from consumers or 
$900,000, as shown in Column 4 of 
Chart B. However, since this amount 
is less than the reserve requirement or 
ultimate objective, the difference of 
$100,000 should be collected from con- 
sumers. The means of doing so may 
not be entirely clear but, if it is desir- 
able, one method would be to allow 
temporarily, for rate purposes, in- 
creased depreciation charges which 
would be used to make up the deficien- 
cy. When the amount has been col- 
lected, the adjusted book reserve, the 
reserve requirement, and the deduction 
from the rate base will be the same as 
shown in Column 5 of Chart B, the 
ultimate objective will have been at- 
tained, and consistency in accounting 
and rate matters will exist for the 
future. 


uBGROUP (b)—Companies not hav- 
ing undergone comprehensive rate 
proceedings—For this group of com- 
panies it is suggested that the amount 
to be deducted from the rate base shall 
be that portion of the book reserve 
which is equivalent to the reserve re- 
quirement. 

(C) In the case of these companies 
the situation shall be dealt with as in 
Chart C. Generally speaking, this group 
of companies will be found to have a 
book reserve in excess of the reserve 
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requirement (which is the ultimate ob- 
jective), which excess should revert to 
the benefit of investors. This chart as- 
sumes a book reserve of $1,200,000 as 
shown in Column 1 and a reserve re- 
quirement of $1,000,000 as shown in 
Column 2. Since the deduction from the 
rate base is the reserve requirement, 
the excess of the book reserve over the 
reserve requirement, or $200,000, may 
be restored to surplus or otherwise ap- 
propriately treated. When this top seg- 
ment of Column 2, or $200,000, shown 
between Columns 2 and 3, shall have 
been disposed of, the adjusted book re- 
serve, the reserve requirement, and the 
deduction from the rate base will be 
the same as shown in Column 3 of 
Chart C. Consistency in accounting 
and rate matters will then exist for the 
future. It is recognized that the fore- 
going solution may, in some cases, have 
to be rationalized in accordance with 
the particular circumstances. 


GrovuP II 
Companies Whose Reserves Are Less 
Than the Reserve Requirement 


F geet it is necessary to deal sepa- 

rately with (a) those companies 
which have gone through comprehen- 
sive rate proceedings and (b) those 
which have not. The same distinction 
arises here from the ability of the (a) 
group to measure the amount of de- 
preciation allowed as operating cost in 
rate matters and therefore presumably 
collected from consumers. If, with re- 
spect to any companies in group (a), 
notwithstanding a past history of rate 
proceedings, it is impossible to deter- 
mine the amount collected from con- 
sumers, their situations will have to 
be met in the same manner as provided 
for companies in group (b). 
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oe (a)—Companies having 
undergone comprehensive rate pro- 
ceedings—For this group of compa- 
nies it is suggested that the amount to 
be deducted from the rate base shall be 
the amount which has been collected 
from consumers. 

(D) In the event that the amount 
collected from consumers is less than 
the reserve requirement, but greater 
than the book reserve, the situation 
shall be dealt with as in Chart D. Gen- 


erally speaking, this group of compa- 
nies will be found to have an amount 
collected from consumers in excess of 
the book reserve, which excess will 
have to be provided exclusively by in- 
vestors. It will also be found to have 
a reserve requirement, which is the ul- 
timate objective, in excess of the 
amount collected from consumers, 
which excess will have to be collected 
from consumers in the future and con- 
currently charged as an operating cost 
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Amount Collected 
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$900,000 
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Investor 
Book $100,000 
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Book Reserv 
$800,000 




















on the books. This chart assumes a 
book reserve of $800,000 as shown in 
Column 1, an amount collected from 
consumers of $900,000 as shown in 
Column 2, and a reserve requirement 
of $1,000,000 as shown in Column 3. 
Since the ultimate objective, both ac- 
counting and rate wise, is the reserve 
requirement, it appears from Column 
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e 


3 of Chart D that the book reserve of 
$800,000 is $200,000 short of this ob- 
jective of $1,000,000. Of this de- 
ficiency, $100,000 will have to be pro- 
vided exclusively by investors, as shown 
in Column 2, since there has been col- 
lected from. consumers $900,000 or 
$100,000 more than the book reserve 
of $800,000 as shown in Column 2. 
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The balance of this deficiency, or $100,- 
000, as shown in Column 3, will have 
to be collected from consumers in the 
future and concurrently charged as an 
operating cost on the books. During 
the period in which this adjustment is 
proceeding, the interim deduction from 
the rate base will be the initial amount 
collected from consumers as shown in 
Column 2, plus any portion of the de- 
ficiency collected. The means of so col- 
lecting this additional amount may 
not be entirely clear but, if it is desir- 
able one method, already mentioned, 
would be to allow temporarily, for 
rate purposes, increased depreciation 
charges which would be used to make 
up the deficiency. When the additional 
amount has been collected, the adjusted 
book reserve, the reserve requirement, 
and the deduction from the rate base 
will be the same as shown in Column 
4 of Chart D, the ultimate objective 
will have been attained, and consistency 
in accounting and rate matters will ex- 
ist for the future. 

(E) In the event that the amount 
collected from consumers is less than 
the book reserve, and the book reserve 
is less than the reserve requirement, 
the situation shall be dealt with as in 
Chart E. Generally speaking, this group 
of companies will be found to have a 
book reserve in excess of the amount 
collected from consumers, which ex- 
cess will have to be collected from con- 
sumers exrlusively. It will also be 
found to have a reserve requirement 
which is in excess of the book reserve, 
which excess will have to be collected 
from consumers and concurrently 
charged as an operating cost on the 
books. This chart assumes an amount 
collected from consumers of $700,000 
as shown in Column 1, a book reserve 


of $800,000 as shown in Column 2, 
and a reserve requirement of $1,000,- 
000 as shown in Column 3. Since the 
ultimate objective, both accounting and 
rate wise, is the reserve requirement, 
it appears from Column 3 of Chart E 
that the amount collected from con- 
sumers of $700,000 is $300,000 short 
of this objective of $1,000,000. Of 
this deficiency $100,000 will already 
have been provided by investors as 
shown in Column 2. Therefore, while 
the entire deficiency of $300,000 will 
have to be collected from consumers, 
only $200,000 will have to be concur- 
rently charged as an operating cost on 
the books. This is clearly shown by the 
two top segments of Column 3 which 
are set out separately between Columns 
3 and 4. During the period in which 
this adjustment is proceeding, the in- 
terim deduction from the rate base will 
be the initial amount collected from 
consumers as shown in Column 1, plus 
any portion of the deficiency collected. 
The means of collecting this deficiency 
of $300,000 from consumers again 
may not be entirely clear but, as pre- 
viously stated, one method, if it is de- 
sirable, would be to allow temporarily, 
for rate purposes, increased deprecia- 
tion charges which would be used to 
make up the deficiency. When the en- 
tire amount of the deficiency of $300,- 
000 has been collected from consumers, 
while at the same time the deficiency 
of the book reserve of $200,000 has 
been concurrently charged as an oper- 
ating cost, the adjusted book reserve, 
the reserve requirement, and the deduc- 
tion from the rate base will be the same 
as in Column 4 of Chart E, the ulti- 
mate objective will have been attained, 
and consistency in accounting and 
rate matters will exist for the future. 
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A SUGGESTED SOLUTION OF THE DEPRECIATION PROBLEM 


uscrouP (b)—Companies not hav- 
S ing undergone comprehensive rate 
proceedings—For this group of com- 
panies it is suggested that the amount 
to be deducted from the rate base as 
an interim deduction in the period 
during which consistency is being at- 
tained shall be the book reserve. After 
consistency has been attained the de- 
duction shall be the reserve require- 
ment. 

(F) In the case of these companies 
the situation shall be dealt with as in 
Chart F, Generally speaking, this group 
of companies will be found to have a 
book reserve less than the reserve re- 
quirement, which deficiency will have 
to be collected from consumers and 
concurrently charged as an operating 
cost on the books. This chart assumes 
a book reserve of $800,000 as shown in 
Column 1 and a reserve requirement of 
$1,000,000 as shown in Column 2. 
Since the ultimate deduction from the 
rate base is the reserve requirement, 
the deficiency in the book reserve of 
$200,000 would have to be collected 
from consumers. During the period in 
which such additional collection is be- 
ing made, the interim deduction from 
the rate base initially shall be the book 
reserve plus any portion of the defi- 
ciency collected. When the top segment 
of Column 2, or $200,000, shall have 
been collected from consumers, the ad- 
justed book reserve, the reserve re- 
quirement, and the deduction from the 
rate base will be the same as shown in 
Column 3 of Chart F. Consistency in 
accounting and rate matters will then 
exist for the future. It is recognized 
that the foregoing solution may, in 
some cases, have to be rationalized in 
accordance with the particular circum- 
stances. 
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TRANSITION PERIOD TO BE ALLOWED 


\ any of the above-noted cases 
where the ultimate objective, the 
reserve requirement, which is also the 
ultimate deduction from the rate base, 
exceeds either the amount collected 
from consumers, the book reserve, or 
both, a transition period shall be recog- 
nized during which the additional 
amounts required to be collected from 
consumers, provided by investors, or 
both, shall be dealt with according to 
the particular circumstances in each 
case. If the amounts involved are not 
so large as to cause difficulty, some rea- 
sonably short period may be agreed 
upon in which to attain the desired con- 
sistency. Where the amounts involved 
are so large that they wiil not yield to 
rapid treatment, it is suggested that a 
transition period, corresponding to the 
average life cycle of the particular util- 
ity plant of each company, shall be al- 
lowed in which to arrive at consistency. 
It is further suggested that such life 
cycle shall be deemed to have com- 
menced on January 1, 1937, or on such 
later date as will correspond to the date 
on which depreciation accounting prac- 
tices were required by any individual 
commission having regulatory jurisdic- 
tion. The foregoing is applicable only 
to the deficiencies in the situation exist- 
ing on the effective date. Full reserve 
requirement shall be recognized, both 
accounting and rate wise, with respect 
to all property installed subsequent to 
the effective date. 


*x* * *« * 


Again it should be emphasized that 
the report should not be written so as to 
imply, during any of the period neces- 
sary to attain the full objective, that 
existing reserves, which would be in- 
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CHART F 


Ultimate 
Deduction 
From 
Rate 
Base 


Adjusted 
Book 
Reserve, 
Reserve 
Requirement 
And 
Deduction 
From 
Rate 
Base 
$1,000,000 
Reserve 





Interim 
Deduction 
From 
Rate 
Base 
Book Reserve 





Requirement 
$1,000,000 


Book Reserve 








$800,000 











$800,000 




















adequate on the basis of the new stand- 
ard, are evidence of capital impair- 
ment, etc. On the contrary, it should be 
indicated that during this period exist- 
ing reserves which are adequate when 
measured by any heretofore-accepted 
standard of measurement shall continue 
to be so regarded. 
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ia the report of the committee on de- 
preciation of the NARUC is re- 
vised according to either of the alter- 
natives outlined above, it is submitted 
that its recommendations will be more 
generally acceptable to the utility in- 
dustry than are the recommendations 
contained in the report as now written. 
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A SUGGESTED SOLUTION OF THE DEPRECIATION PROBLEM 


It is also suggested that Chapter IX 
of the report—‘Depreciation and the 
Investor” —be rewritten so as to elimi- 
nate the seemingly categorical indict- 
ment of past practices for which regu- 
latory authority must share the re- 
sponsibility. For practically a genera- 
tion the industry has been indicted, 
tried, and convicted repeatedly for al- 
leged sins during the period of its in- 
fancy. The history of the industry is 
almost without parallel in its record of 
continuously lower cost to the con- 
sumer for the product which it has to 
sell. Even in this war-time period this 
general trend continues in contrast to 
an opposite trend in the case of almost 
every other commodity offered for 
sale. 

There appears to be room for 
grave doubt that the industry could 


have collected, during its infancy, the 
high rates which would have been 
necessary to assure a fair return over 
and above the depreciation provisions 
which would have been produced by the 
presently recommended methods. Cer- 
tainly, the record of the industry dur- 
ing the last decade or more, including 
the present war period, has been such 
as to warrant silencing of the critics. It 
is difficult to visualize any continued 
benefits to be realized from such criti- 
cism and it is urged that the time has 
come for its discontinuance. Rather 
than try to justify the need for the new 
standards outlined in the report on the 
basis of such criticism, it would seem 
to be better psychology to attempt a 
dispassionate solution of the problem 
in hand on the basis of mutual confi- 
dence and understanding. 








REA Takes a Bow 


oo the establishment of REA and up to December 
31, 1943, the per cent of farms receiving service has 
increased from 10.9 per cent to 41.9 per cent. Or, putting it 
another way, there has been an increase of 230 per cent in the 
number of farms receiving central station service under the 
progressive development of local REA systems and the strong 
stimulus of the program of the Rural Electrification Adminis- 
tration to other suppliers. That is a truly glorious record. You 
are jubilant and justly proud of this magnificent performance, 
and I am privileged to disclose the President's edification and 
happiness in seeing his dreams come true for the American 
farmer.” 





—EUuGENE CASEY, 
Presidential assistant. 
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Are We to Return to More 
Publicity in Rate Making? 


The author thinks that as the result of the Supreme Court’s 

decision in the Hope Natural Gas Company Case the resort to 

rate determination by negotiation between the commissions 

and the companies may be abandoned in favor of determina- 

tion by experts after public hearing according to the require- 
ments of due process of law. 


By THOMAS J. TINGLEY 


the decision of the Supreme Court 
of the United States in the Hope 
Natural Gas Company Case, much has 
been written respecting the import of 
the court’s ruling on the rate-making 
process as theretofore formulated and 
expanded by it. Perhaps the prime 
characteristic of the decision is a 
change in approach amply foreshad- 
owed by prior decisions, in the judicial 
intimation that in a rate controversy 
the result may be made the test of the 
fairness of the process, rather than the 
fairness of the process the test of the 
result. However that may be, many 
persons are concerned, not with such 
major and patent aspects of the de- 
cision, but with a possible consequence 
that holds interesting possibilities, and, 
so far as I know, has not received at- 
tention. 
This possible consequence is the ex- 
tent to which the decision may result 
in removing rate determination from 
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[* the brief interval elapsing since 


the realm of negotiation, where many 
state regulatory bodies have relegated 
it, and restoring it to the place cus- 
tomarily reserved in our system of gov- 
ernment for the decision of such con- 
troverted issues of fact and law—de- 
termination by experts after open hear- 
ing pursuant to the organic require- 
ments of due process of law. Should 
such a consequence ensue, the result, 
it is submitted, could be regarded only 
as fortunate. 

The advantages of the process of 
voluntary codperative rate fixing by 
negotiation have been outlined by many 
advocates. The method has the great 
advantage of simplicity. It is easy and 
inexpensive. It is less time consuming 
than litigation, and reduces the possi- 
bility of the rupture of friendly rela- 
tions between utility and public repre- 
sentatives that sometimes accompanies 
litigation, Resort can be had to it 
readily and with frequency. The fact 
remains, however, that it is subject to 
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ARE WE TO RETURN TO MORE PUBLICITY IN RATE MAKING? 


serious criticism and may be attended 
by substantial abuses. 


S begin with, it removes rate mak- 
ing from the field of experts and 
transfers to it the attributes of horse 
trading. A more or less exact process 
gives way to one that may reflect only 
the differing bargaining abilities of 
the participating parties. The results 
rendered are not subject to check. The 
public buys a pig in a poke. 

For the method is inexact, and its 
results, viewed in the most favorable 
aspect, a compromise. The essence of 
negotiation is a spirit of give and take. 
Ordinarily, most of the giving will be 
done by representatives of the public, 
screened from effective criticism by 
the secrecy of the proceedings, and 
most of the taking by the utilities. This 
will be true almost of necessity, be- 
cause of the superior resources in skill 
and information at the disposal of the 
utility’s representatives. 

Perhaps the essential characteristic 
of such negotiations is the hidden char- 
acter of the processes involved. They 
are conducted behind closed doors. 
There is no hearing room, where press 
and public may come to follow the 
course of the controversy. The public 
is without access to the facts or figures 
upon which conclusions are predicated. 
Like the deliberations of a jury, these 
are merged in the resultant decision 
and remain unknown to any but the 
participants. 


Eline places an unwarranted strain 

on the faith of the rate-paying 
public in its official representatives. 
The public in general wants to believe 
in the integrity of its officials, but it re- 
serves the privilege of watching them 


and criticizing the manner in which 
they function, This is appropriate, 
and the very fact of vigilant public in- 
terest provides an incentive for effec- 
tive public service. 

Perhaps the matter might better be 
stated in another way. It might well 
prove embarrassing to a conscientious 
public official to ask unquestioning ac- 
ceptance by the public of the results of 
an agreement which he had reached 
with opposing interests behind closed 
doors. 

Publicity is one of the prime safe- 
guards in the healthy operation of de- 
mocracy. Its beneficial and cleansing 
effect is to stimulate and promote the 
proper functioning of governmental 
processes. When the public is inter- 
ested and informed, its government 
will reflect that situation. 

The fixing of rates by negotiation 
was the result of an impasse resulting 
from an honest effort made by the 
regulatory bodies of the states and na- 
tion to perform their statutory duties 
under the mandate of Smyth v. Ames, 
which, in and of itself, was a compro- 
mise between asserted and conflicting 
contentions of public and utility, and 
the frustration of that effort by ju- 
dicial decisions. 


Re the application of such visionary 
concepts as reproduction cost new 
less depreciation and going value 
proved too great a strain, not only for 
the active and fertile imagination of 
that creative artist, the American busi- 
nessman, but for commissions and 
courts as well. Rate-making proceed- 
ings dragged intolerably; results were 
reached years after the date as of which 
rate determination was sought; and 
then often only to find new proceedings 
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Voluntary Cooperative Rate Fixing 


<4 HE advantages of the process of voluntary codperative rate fix- 

ing by negotiation have been outlined by many advocates. The 

method has the great advantage of simplicity. It is easy and inexpensive. 

It is less time consuming than litigation, and reduces the possibility of 

the rupture of friendly relations between utility and public representa- 

tives that sometimes accompanies litigation. Resort can be had to it 
readily and with frequency.” 





for rate reductions already instituted. 
The law’s delays received a new luster 
of accentuated distinction, and were 
lamented by leading jurists and writers. 

Strenuous efforts were made,by the 
state commissions to repair the strain- 
ing mechanism and eliminate the im- 
perfections in the functioning of the 
regulatory process. These were re- 
garded by the courts, in many cases, 
as devices calculated to save labor, but 
failing because of defects inherent in 
their implicit assumptions. The only 
recourse then available to state bodies 
was resort to negotiation. 

Such was the situation when the de- 
cision in the Hope Natural Gas Com- 
pany Case was handed down. The 
court did not frown on a rate base 
fixed by exclusive reference to actual, 
legitimate, original cost, which is an- 
other way of saying prudent invest- 
JUNE 8, 1944 


ment. Thus was a method indicated as 
valid whereby the imaginary flights 
theretofore required of the most earth- 
bound commission could be avoided, 
and the determination of rates by re- 
course to known and relatively con- 
stant factors made a possibility. 


‘ge is a fact, susceptible in most 
cases of ascertainment, allocation, 
and proof, and a familiar concept to 
men of business experience. The ques- 
tion as to what costs have been pru- 
dently incurred presents more vexing 
problems, But it is a question raised 
less frequently in administrative ex- 
perience than that of changing price 
levels, and is generally not so difficult 
of determination as is present-day fair 
value. 

Thus, a result of the Hope decision 
should be the restoration of rate fixing 
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to the realm of regulation after public 
hearing, where established facts may 
be made the subject of scrutiny. Long 
before the state commissions were es- 
tablished, rates were determined secret- 
ly and by resort to what might be 
called, in default of a blunter phrase, 
the process of negotiation. The system 
was attended by so many abuses that 
both public and the utilities welcomed 
the advent of orderly and informed rate 
determination by expert bodies consti- 
tuted for that purpose. 

It is natural that agencies so estab- 
lished developed faults. Every human 
agency has defects, and must lose them 
to survive. It must grow to live. 


i ks important thing is that the 
Supreme Court has pointed out a 
way by which the complexities of the 
formula of Smyth v. Ames—for for- 


mula it is, all judicial disclaimer to the 
contrary—can be avoided, and a simple 
method of rate fixing established. And 
simultaneously, as an incident, the 
doors are opened, so that sunlight and 
fresh air can flood conference rooms 
theretofore filled with mystery and to- 
bacco smoke. 

If rate making becomes again a 
matter of openly aired controversies, as 
it was in the earlier days of state regu- 
lation, the public will be the gainer. 
Certainly, it will be interesting to see 
whether this result will be added to the 
other benefits that may be anticipated 
as a result of the Supreme Court’s rul- 
ing in the Hope Case. If it is, a long 
step may have been taken in the direc- 
tion of clear analysis, and away from 
the fog of imagination and metaphor 
that characterized much public utility 
thinking in the past. 








CC W: must codify a system of world law, and in no other 
way can a world code be fashioned. Our people hesi- 


tate to make such a commitment because deeply ingrained 
within them ts the fear of despotism. This ts the crux of the 
whole matter. This fear ts the background out of which 
Democrats and Republicans alike pluck their varied conten- 
tions. It is the lute upon which a colossal discord is played. 
This conflict between the desire for international order and 
the desire for freedom creates the dilemma of democracy. 
We cannot have our cake and eat tt, too. This dilemma must 
be solved if we are going to achieve a new democratic order 
in our international relationships.” 
—Dave E. SATTERFIELD, JR., 
U. S. Representative from Virginia. 
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Wire and Wireless 
Communication 


HE first draft of a critical article on 

the Federal Communications Com- 
mission in preparation for the Reader’s 
Digest, which James Lawrence Fly, FCC 
chairman, “warned” the Digest not to 
print, was read into the record of the spe- 
cial House committee investigating the 
FCC on May 17th, together with a letter 
from Mr. Fly to Dewitt Wallace, editor 
of the Digest, protesting its proposed 
publication. 

Mrs. Gretta Palmer of New York city 
read the attack upon the government 
agency which she had based on records 
of the committee investigating the FCC 
and on articles appearing in various radio 
trade journals. She said the article was 
first suggested to her by Wendell L. 
Willkie (an assertion Mr. Willkie 
promptly disputed), and her work on it 
was done on assignment from the Digest. 

According to Mr. Fly, however, the 
idea and the article alike represented an- 
other “destructive” attack on him by the 
House committee and Eugene L. Garey, 
its former counsel. 

In his letter, which was presented by 
Representative Louis E. Miller, Repub- 
lican of Missouri, as a “brazen attempt 
to censor the press,” Mr. Fly wrote to 
Mr. Wallace on December 29th that he 
had been “more than shocked to receive 
word” that one of the Digest’s writers 
had been assigned to the task of “doing 
a job” on the FCC chairman. The 
article, he assured Mr. Wallace, was be- 
ing based on evidence collected by the 
House committee as one of the “low 
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character” devices of its then counsel, 
Mr. Garey, further to publicize and so 
give “seeming validity” to the charges 
made against the commission and its 
chairman; and he warned the editor that 
the charges in question were “wholly 
false and will be utterly disproved.” 

“T am reluctant to assume that you 
have known anything about this project, 
even more reluctant to assume that you 
would knowingly become a party to any 
such undertaking,” Mr. Fly wrote. 

Mr. Wallace in reply assured Mr. Fly 
that he “need not be unduly concerned” ; 
that at the time of writing (January 4th) 
he did not know what Mrs. Palmer had 
in mind, but that any “investigation” into 
the subject matter of the committee’s 
report, if made, would be “exhaustive 
and fair.” 


M*: PALMER testified that in getting 
up the material for her article she 
made repeated efforts to get from Mr. 
Fly his own explanation of the cases cited 
in criticism of his agency. 

“He said he wouldn’t,” she testified, 
“that he disapproved of our running any- 
thing on the FCC until his own witnesses 
had all been heard. He told me to tell 
my editor my ears would be very red if 
I printed anything now.” 

Mr. Fly admitted that Mrs. Palmer 
had tried to interview him and that he 
had refused to see her because no ade- 
quate reply to the charges cited by her 
could be made in an hour or two, which 
was all the time he had. 
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‘Teacher’s Pets’ from Its Own Rulings ?” 
Mrs. Palmer gave as an affirmative an- 
swer the case of station WHIP, Chicago. 
She wrote: 


Mrs. Palmer said the question she 
sought to answer in her inquiries into 
the FCC was: “Is Fly really the Frank 
Sinatra of the inner circle New Deal?” 


In pursuit of this information, she tried 
unsuccessfully to interview Fly himself, 
she said, but he was apparently irritated 
because Reader's Digest had turned down 
an article he had submitted. She con- 
tinued : 


I wish it were possible to get the broad- 
casters to open up, but they are a timid lot 
and tell me they fear reprisals if they talk. 
Some of my sources think Fly’s strategy is 
one of delay aiméd at preventing our ever 
printing anything about the FCC. 

Some broadcasters insist to me that a 
license to operate a radio is the Washington 
equivalent of a local politician’s Thanksgiv- 
ing turkey—that it is given out to reward 
the politically faithful and withheld from 
any businessman who has fought the ad- 
ministration, 

The great unsolved puzzle is how Mr. Fly 
has won to a position in which he can win 
arguments in the military field against Knox 
and Stimson [the memo was written in Janu- 


In early 1942, all newspaper applications 
for radio licenses were being thrown into 
the “pending file’—even when the news- 
paper owned a small minority interest in the 
broadcasting company. 

But in March, 1942, John W. Clarke, a 
Chicago investment banker, applied for per- 
mission to buy the Chicago station, WHIP. 
He admitted that $150,000 was to be raised 
by giving debentures to Marshall Field, 3d, 
publisher of the Chicago Sun, a newspaper 
militantly sympathetic to the New Deal. Mr. 
Field has also received a stock interest. 

Editor and Publisher, in reporting the 
sale, said “the purchase represents a per- 
sonal investment by Mr. Field . . . The 
Chicago Sun will be one of the largest users 
of time on WHIP for promotional pur- 
poses.” This statement was introduced into 
an FCC hearing and was used as an argu- 
ment, by one commissioner, against approv- 
ing the transfer. None the less, Messrs. Field 
and Clarke won their license . . . Soon the 
“Chicago Sun Hour” was one of the pro- 


NHIP. 
ary before Secretary Knox’ death] and can aeesctieal 


even refuse to give out fingerprints to the 


As an example of FCC favoritism to 
FBI on request. 


the “political faithful,” the article re- 
counted the Watertown, New York, case 
in which two groups of local business- 
men applied to the FCC for a radio sta- 
tion license. After one group had been 
granted the license and started con- 
struction, the late White House Secre- 
tary Marvin McIntyre forwarded to the 
FCC letters from Watertown Democrats 
complaining that Republicans had been 
given the license and asking: “What will 
that mean to the future of the Democrat- 
ic party in northern New York?” The 
following day, the license was set aside 
without explanation and was later given 
to the rival applicant. 

Several other examples of FCC polit- 
ical favoritism, reprisals upon FCC crit- 
ics, and the long delay by the FCC in 
turning over fingerprints of radio opera- 
tors to the FBI, were recounted in the 
article, which concluded with a warning 
that “giving government life-and-death 
control over any business” was “a real 
evil.” 


Representative Miller, who had caused 
Mrs. Palmer and her documents to be 
subpoenaed, then read into the record 
Fly’s letter to the Reader’s Digest editor 
which had been written, it developed, 
even before the writer had made her first 
draft. Asked who was meant by the “su- 
perdisgruntled” individual referred to in 
his letter, Fly said he probably had in 
mind Rear Admiral Stanford C. Hooper, 
former director of naval communica- 
tions, whose retirement, according to 
charges before the committee, was 
brought about through Fly’s influence. 


O* motion of Representative Miller, 
over the protest of Representative 
Hart, Democrat of New Jersey, Mrs. 
Palmer then read the entire article she 


had prepared. It was, in general, a 
résumé of the committee’s extensive 
hearings, beginning in July, 1943, and 
of numerous articles appearing in radio 
magazines and papers. 

Under the heading “Does Govern- EITERATING his denial that he had 
ment in Business Exempt Certain | apeeoweconc to Mrs. Palmer that she 
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write a critical article on the FCC for 
Reader’s Digest, Mr. Willkie subsequent- 
ly revealed that on legal grounds he had 
advised several radio companies not to 
fight the commission’s rules directed 
against monopoly in chain broadcasting. 

Mr. Willkie, who declined to identify 
the companies which sought his advice 
more than eighteen months ago, said that 
he had regarded the Radio Act of 1927 
as so broad in its implications that he be- 
lieved the FCC rules would be sustained. 
It was the antimonopoly rules, pro- 
mulgated in May, 1941, which originally 
precipitated the protracted controversy 
over the powers of the FCC. 

Mr. Willkie said that his advice to 
the companies was that a fight against 
the rules would slow up rather than ac- 
celerate their campaign for “a new de- 
finitive law” governing radio and that, 
if they went ahead, it might lead to 
“plenary powers” for the FCC. He noted 
that the present act was drawn before 
the advent of large-scale chain broadcast- 
ing. 

The National Broadcasting Company 
and the Columbia Broadcasting System, 
among other concerns, ultimately decided 
to carry their fight to the United States 
Supreme Court and lost in a decision 
which, they have since held, widened the 
FCC’s powers. A new act has been con- 
sidered for many months by the Senate 
Interstate Commerce Committee but has 
yet to be reported out. 

x * * * 


OMMISSIONER T. A. M. Craven, 

whose term as a member of the 
Federal Communications Commission 
expires on June 30th, recently announced 
that on April 26th he had requested the 
President not to reappoint him for an- 
other term. 

Commissioner Craven would have 
completed thirty years in government 
service in August of this year. Except 
for a period of five years between 1930 
and 1936, this service has been con- 
tinuous. He has been with the Federal 
Communications Commission nearly nine 
years, including two years as its chief 
engineer. 
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Commissioner Craven stated that he 
plans to become associated in a technical 
capacity with the Cowles interests. The 
Cowles are publishers of newspapers in 
Des Moines and Minneapolis and Look 
magazine, as well as licensees of radio 
broadcasting stations. 


* * * * 


EAR Admiral Joseph R. Redman, 

director of naval communications, 
told the House Committee on Postwar 
Military Policy last month that there had 
been long-standing differences of opin- 
ion between military authorities and the 
Federal Communications Commission 
over the latter’s jurisdiction in the assign- 
ing of radio frequencies. 

The FCC, he said in answer to ques- 
tions by committee members, considers 
that it is empowered to direct which wave 
lengths the armed forces may use — a 
point of view to which the Navy dis- 
sents. 

“As you have presented it,” Repre- 
sentative Clifton Woodrum of Virginia, 
the chairman, said, “the impression is 
that there is a constant wrangle between 
the FCC and the military services. I’m 
sure you would not want to leave that 
idea. Hasn’t the FCC always given you 
what you asked for? You've got every- 
thing that you want now, haven’t you?” 

“No,” replied Admiral Redman, “be- 
cause there aren’t enough wave lengths 
to go around. We are in frequent argu- 
ments with Great Britain over who is 
going to use certain frequencies.” 

The functions of the FCC, Admiral 
Redman testified, relate to commercial 
radio, but it never has been authorized, 
he contended, to decide which frequen- 
cies shall be allotted to the military 
forces, “although the FCC thinks it has.” 

No serious disputes about wave lengths 
have developed during the war, he said 
in reply to a question by Representative 
Melvin J. Maas, Republican of Min- 
nesota, adding that whenever a stalemate 
occurred, it has been resolved amicably. 

“What would happen if a serious case 
came up?” Mr. Maas asked. : 

Admiral Redman explained that it 
would be referred to the President for 
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decision under his present war powers. 
“But that’s war-time arrangement,” 
\Mr. Maas replied. “Now what’s going to 
happen about such things when peace 
comes and the war powers disappear ?” 
‘T couldn’t tell you that,” Admiral 
Redman said. “I don’t know the an- 
swer.” 
* * * 


QUIPMENT from the Point Breeze 

plant of the Western Electric Com- 
pany in Baltimore will be moved to St. 
Paul, Minnesota, to.be used in the manu- 
facture of 800,000 modern, civilian-type 
telephone sets, authorized on May 18th 
by the War Production Board. 

Announcement that equipment from 
the company’s Baltimore plant and from 
is Hawthorne plant at Chicago would 
be moved to St. Paul, where “labor is 
readily available,” was made by the 
WPB. Both the Chicago and Baltimore 
plants of the company are situated in crit- 
ical labor areas, the WPB pointed out, 
and are working at capacity on war 
orders. The company will make about 80 
per cent of the new telephone equipment. 

Manufacture of the telephones for 
civilian use, according to the announce- 
ment, would start after the first of June 
and continue fora year. This limited out- 
put, the WPB said, would not approach 
for some time the demands of essential 
users. Approximately 1,250,000 orders 
for telephone installations are being held 
up, nearly 500,000 of them because of 
lak of instruments and the rest be- 
cause of limited switchboard capacity and 
other reasons. 

The first deliveries of the new sets will 
begin in the fall, Edward Falck, director 
of the WPB Office of War Utilities, said. 
Production will be scheduled at the rate 
of 200,000 sets each quarter. 


x * * * 


Pere: in the Communications Act 
of 1934 were recently proposed to 
the Senate Interstate Commerce Com- 
mittee in the revision of their own bill 
made by Committee Chairman Wheeler, 
Democrat of Montana, and Senator 
White, Democrat of Maine. The 45-page 
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bill stands virtually no chance of enact- 
ment during the present session, but 
sponsors hope that it will provide a basis 
for making some headway so that Con- 
gress will be that much further along 
in the matter next session. 

Principal provisions of the latest 
Wheeler-White draft are: (1) bar the 
Federal Communications Commission 
from refusing radio licenses to news- 
papers. (2) Require radie stations to 
allow equal time for sponsors to answer 
radio speakers who raise controversial 
issues. (3) Limit radio station strength 
to 50,000 watts, except for experiments. 
(4) Require free time for religious, ed- 
ucational, and public issue broadcasts. 
(5) Cut the FCC from seven to five, 
with annual rotation of the chairman- 
ship. (6) Split the commission into two 
divisions, one for radio and one for 
telephone-telegraph-cable carriers. (7) 
Specifically deny to the FCC authority 
to censor or control directly or indirect- 
ly radio program content. 


* * *« * 


pe feuding among long-distance 
employees of the Michigan Bell 
Telephone Company came to a virtual 
end last month before Common Pleas 
Judge John D. Watts in Detroit when 
two suits filed by the Federation of Long 
Line Telephone Workers were concluded 
with a minimum of friction. 

An action in replevin, naming as de- 
fendants the American Communications 
Association, a CIO affiliate, and Mrs. 
Marie Brazill, was settled by agreement 
even though the plaintiffs had theoreti- 
cally lost their suit when the judge ruled 
that the local body rather than the na- 
tional organization should have insti- 
tuted the proceedings. The defendants 
then turned over the disputed records in 
court, ending that phase of the action. 

The second suit reached a conclusion 
when the judge indicated that he would 
rule for the plaintiffs, decreeing that 
withdrawal of a majority of the mem- 
bers from a voluntary organization does 
not constitute dissolution of the or- 
ganization unless specifically provided in 
the bylaws. 
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1943 Progress of the Electric 
Light and Power Industry 


Byeinwasy 1943 statistical data for the 
electric light and power industry is 
now available in Statistical Bulletin No. 
11 of the Edison Electric Institute. 
Salient points in the industry’s statisti- 
cal record for 1943 are as follows: 

Industrial power sales increased 20 
per cent over 1942 and were more than 
double the prewar level. Despite re- 
strictions and dim-outs, commercial cus- 
tomers used 6 per cent more light, and 
residential and rural increased consump- 
tion by the same percentage; the over- 
all gain was 16 per cent. The average 
residential rate dropped 2 per cent from 
3.67 cents to 3.60 cents; the average 
charge to all consumers decreased from 
1.79 cents to 1.66 cents, or 7 per cent. 
Because of these rate cuts, the gain in 
revenues amounted to only about 7 per 
cent. 

The revenue dollar in 1943 (as 
compared with 1942 and the prewar year 
1939) was disbursed as follows: 

1942 1939 
39% 37% 
Depreciation 11 12 
Taxes 24 16 
Fixed charges (less 


misc. income) ... 6 7 10 
Net income 1 19 25 


100% 100% 100% 


During 1943, all plants contributing to 
public supply used their generating facili- 
ties at 52 per cent of maximum possible 
output, compared with 48 per cent in 
1942 and 38 per cent in 1939. Peak load 
in December rose to 87 per cent of de- 
pendable capacity compared with 83 per 
cent a year previous for Class I utility 
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systems; for all plants the ratio was 8 
per cent compared with 79 per cent in 
1942, and 73 per cent in 1939, Peak 
loads in 1942 had been somewhat reduced 
by dim-outs in coastal areas, and by the 
adoption of year-round daylight saving, 


ie 1943, for the first time since 1934, 
the industry failed to register.a gain 
in operating efficiency as measured by 
pounds of coal consumed per kilowatt 
hour. 

The figure remained at 1.31 cents 
which compares with 1.39 cents in 1939, 
1.69 cents in 1929, and 3.39 cents in 1920 
(earliest recorded). The most efficient 
plants, burning low-grade coal, use about 
85 pounds per kilowatt hour. If it were 
possible to replace all plants with the 
most modern equipment, fuel costs could 
probably be reduced by one-third. Based 
on current operations this might mean: 
saving of about $75-100,000,000. 

Such a program would of course re 
quire huge expenditures. Theoretically, 
if the industry could raise the money by 
issuing 3 per cent bonds at par, it 
could afford to spend about $2,500,000, 
000. This would probably about equal the 
present investment in steam productio 
plant (less depreciation). But it would 
be impracticable to raise the entirg 
amount by selling bonds; at least half 
the amount should be raised throug 
sale of preferred and common stock 
However, this can’t be done with present 
taxes, for the savings on fuel consump 
tion would be taxable while there woul 
be no offsetting saving in taxes on thé 
cost of securing junior capital. Until the 
present tax system is considerably modi 
fied, the industry is handicapped in any 
substantial efforts to increase operating 
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dficiency through plant investment — 
except in cases where the capital ratio is 
conservative enough to permit new- 
money bond issues, 

In 1943 construction expenditures by 
the electric utility companies again de- 
dined, amounting to $254,000,000 com- 
pared with $456,000,000 in 1942 and 
$592,000,000 in 1941. The 1944 budget 
calls for an expenditure of $210,000,000. 
Public agencies’ expenditures in 1943 
were also lower, at $221,000,000 com- 
pared with $299,000,000 in 1942 and 
$278,000,000 in 1941 ; this year it is pro- 
posed to spend only $132,000,000. The 
scheduled increase in plant capacity in 
1944 is 1,466,000 kilowatts, slightly less 
than half the 1943 addition and a gain of 
about 3 per cent over existing capacity at 
the end of last year. Slightly more than 
half the increase for 1944 will be con- 
tributed by private companies, compared 
with 60 per cent last year. Of the 1943 
gain only about one-third was in hydro 
power, but this year about 57 per cent 
will be in hydro and 43 per cent will be 
in steam. 

The number of customers in 1943 in- 
creased only slightly: There were about 
1 per cent more residential customers, 
and other users declined slightly. Use of 
dectricity continued to gain, the average 
domestic customer taking 5 per cent 
more, the commercial user 9 per cent, 
and the industrial consumer 21 per cent. 
Despite war-time difficulties, progress in 
dectrifying rural areas continued, with 
about 42 per cent of farms connected 
on power lines compared with 21 per 
a and 11 per cent as recently 
as 1935, 


Te combined balance sheet of the 
utility companies for 1942 (latest 
available) showed comparatively little 
change from earlier years, considering 
the magnitude of the increased sales. 
Net plant account (after depreciation 
teserve) remained practically frozen at 
about the $12,500,000,000 level, almost 
the same as in the preceding five years; 
plant expenditures have apparently been 


ing@offset by write-offs and increased re- 
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serves—despite the fact that capacity has 
increased 22 per cent and kilowatt-hour 
output 62 per cent during that period. 

Long-term debt in 1942 was 54 per 
cent of net plant account, and capitaliza- 
tion was made up of 47 per cent debt and 
53 per cent stock. (Division of the latter 
into preferred and common was not 
shown.) The current ratio was approxi- 
mately 14 to 1. 

Taxes continued to mount in 1943 as 
in every previous year since 1926 or 
earlier; and the ratio to revenues ad- 
vanced to 24.5 per cent. (This ratio has 
increased each year since 1929.) The 
total tax burden was made up as follows 
in recent years (millions) : 

1943 1942 1941 1940 
$231 $231 $226 $214 
taxes 


200 200 183 129 
Federal excess 


profits taxes ... 192 133 47 6 
Federal miscel- 
laneous 64 64 


$628 $520 


The government now takes about two- 
thirds more from the utilities than do 
the stockholders, and about 83 per cent 
more than labor. If the private utilities 
were placed on the same basis of tax ex- 
emption as the public power enterprises 
they could lower their rates by one- 
quarter, without changing their financial 
picture otherwise. 


State and local... 
Federal income 


> 


Commonwealth ©& Southern 
Corporation 


SS & SOUTHERN’s sub- 
sidiaries are divided into two 
groups as shown on page 764. (Figures 
are for 1943 in millions of dollars.) 

The company has submitted a revised 
recapitalization plan to the SEC, on 
which hearings have been held, and a de- 
cision sometime this year appears likely. 
(Following SEC approval, a stockhold- 
ers’ vote and an enforcement order by a 
U. S. District Court will be necessary.) 
In effect, it is proposed to distribute 85 
per cent of the assets to the preferred 
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Gross Plant Revenues Net Income 
Northern Group 

ROmsuMeTS (OWE GO, so. isiceccedcclectes 

Central Illinois Light 

Southern Gndiana G.GE. ow 6... isccceee 


Ohio Edison 


Southern Group 
PAADEIIE ET ANI SUD. COS. 5 o5.6.6564 aicciv as 
Georgia Power 
Gulf Power 
Mississippi Power 
South Carolina Power 


HE management of Commonwealth 

has made an effort to forecast the 
postwar trend of earnings, and the re- 
sults are quite favorable. However, the 
annual report, recently issued, states 
in part as follows: 


stock and 15 per cent to the common. By 
“assets” is meant a pro rata share of the 
stocks of the northern group (with the 
exception of Pennsylvania Power, to be 
merged with Ohio Edison, and possibly 
Southern Indiana, which may be sold) 


together with new common stock in Com- 
monwealth, which will retain its holdings 
in the companies of the southern group. 
Thus the plan solves both the capital 
simplification and geographic integration 
requirements of § 11 of the Utility 
Act. At one time the SEC staff indicated 
some fears that the southern group 
might be too large territorially to meet 
the requirements of the act, but appar- 
ently this objection has been dropped. 

The plan as originally discussed would 
have given 80 per cent of assets to pre- 
ferred stockholders and 20 per cent to 
the common. Holders of a substantial 
amount of preferred stock protested and 
the plan was “sweetened” by fixing the 
present ratio. The holder of each share 
of preferred and common will receive 
the following under the plan: 


Consumers Power common 
Ohio Edison common 

Central Illinois Light common 
Southern Indiana G.&E. common 
Commonwealth’s new common 


It is difficult at best to estimate future 
earnings with any degree of certainty. Pres- 
ent conditions make such an estimate for the 
immediate future more than ordinarily diffi- 
cult because of the great uncertainties as to 
the changes which may occur during and 
after the war in the level of costs of ma- 
terials and supplies, particularly fuel, in 
wage levels, and in the rates and character 
of taxes which may be imposed. In fact, 
the prospect of disturbances in our war-time 
economy during 1944 makes it impossible to 
foretell 1944 earnings or dividends. How- 
ever, it is not unreasonable to estimate that 
the reasonably expected future net incomes 
of the operating companies for the ensuing 
peace-time years will be sufficient so that 
Company, and on the new common stock 
of Consumers Power Company, Ohio Edi- 
son Company, Central Illinois Light Com- 
pany, and Southern Indiana Gas & Electric 
Company, and on the new common stock 
of Commonwealth, if then constituted sub- 
stantially as herein described, in an aggre- 


Preferred Common 


$3.50* 
1.03 share 


“ 


008 share 
008“ 
0016 “ 


0016 
04 


* May be reduced to $2.75 by the board of directors. Cash will also be increased by an 
amount based on 75 per cent of net income from January 1, 1944, to the first day of the montu 
in which the plan becomes effective (or at the rate of $6 per annum, whichever is less)—less aty 


dividends paid in the interim. 
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INTERIM EARNINGS REPORTS 


End of 12-month Period 3-month Period 
I i i Period Last rev. Inc. % Last Prev. Inc. % 
ncome Electric-gas Holding Companies 
$4.4 American Gas & Elec. Consol. ........ Feb. $2.22 $2.09 yee a ibe 
9 American Power & Lt. (pfd.) Consol. 8.94 6.02 49 $2.39 $3.18 D25% 
6 American Water Works Consol. ...... M 54 D28 an ie a 
14 Parent Co. a Y D20 
5 Columbia G. & E. Consol. ............ D 36 
‘ Com. & Southern (pfd.) Consol. ...... 8.08 
Elec. Bond & Share (pfd.) Parent Co. 4.55 
22 Elec. Pr. & Lt. (1st pfd.) Consol. .... 8.23 
3.5 Eng. Pub. Service Consol. ............ 1.77 
3 Federal Lt. & Trac. Consol. .......... 1.85 
4 ; Parent Co. 1.70 = 1.43 19 
4 L. I. Lighting (pfd.) Parent Co. ...... 4.36(c) 4.84(c)D10 
Middle West Corp. Consol. .......... 1.21 1.14 6 
Parent Co. 59 6 
Nat. Pr. 7 Fa cove NRE gel 80 5 
Niagara Hudson Power Consol. 24 D17 
vi toma North American Co. Consol. .......... 9 
ast the Parent Co. 4 
the re- Nor. States Pr. (Del.) (pfd.) Consol. 3 
rer, the Ogden Corp. Parent Co. D 25 
states Public Ser. Corp. of N. J. Consol. .... oi 
Std. Gas & Elec. (pr. pfd.) Consol. ... 1 
United Gas Improvement Parent Co. .. 23 46 D50 
fier United Lt. & Rys. Consol. ........000- 1.49(b) 2.17 
Pied tlectric-gas Operating Companies 
rily diffi Boston Edison 2.18 2.11 
ies as to Central Hlinois FE. & G. ... 2.66. cccess heer fas 
ring and Commonwealth Edison Consol. ....... 1.77 1.78 
; of ma- Conn. Lt. & Power 2.62 2.54 
fuel. in Cons. Edison N. Y. Consol. .......... 1.68 1.65 
haxatier Parent Co. . 1.55 1.82 
In fact Cons. Gas of Balto. Consol. .......... Mar. 4.33 4.13 
war-time Delaware Power & Light ............ Mar. 1.03 1.05 
sesible to Derby Gas & Electric Dec. 2.36 2.56 
s How. Detroit Edison C I sie’. o. 5 garcntvicte-ox Mar. 1.42(a) 1.29 
nate that Houston Lighting & Power 4.79 5.45 
incomes Idaho Power ? 1.82 2.04 
, ensuing Indianapolis P. & L. Consol. .,......... Mar. 2.09 
$0 that Pacific Gas & Elec, Consol. .......... Dec. 222 
nn sock Philadelphia Elec. wc wceccncecececcess Mar. +33 
hi o Edi- Public Service Se ere Mar. 188 
i. Coe Public Service of Colorado Aug. 2.68 
Electric San Diego Gas & Elec. ...........000- Feb. 6 
ois ieek Southern California Edison Consol. ... 1.44 
ited sub- Gas Companies 
n aggre- Amer: Etc & Prac’ CONGR +. fick lec ess 
Brooklyn Union G : 
Consolidated Natural Gas Dec. 
El Paso Natural Gas Consol. ......... Mar. 
ymin Lone Star Gas Consol. ....cscccoccess Mar. 
; Oklahoma Natural Gas Mar. 
08. share Pacific Lighting Consol. ......seceeees Mar. 
0g Peoples Gas Lt. & Coke Consol. ...... Mar. 
016 “ Southern Natural Gas Consol. ........ Dec. 
016 “ United Gas Corp. (1st pfd.) Consol. .. Dec. 
4 Washington Gas Light 2.18 
d by an D—Deficit or decrease. * Adjusted to recapitalization. (a) No provision made for liability under Detroit 
1e montil municipal tax (in litigation) which might reduce 1943 earnings to about $1.07. (b) Assuming dissolution plan 
~less any of United Light & Power is consummated (to be appealed to Supreme Court). (c) After income appropria- 


tons for amortization. 
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Rev- Net 


enues Income 


-_ — Earned Paid Range 


gate amount in excess of $6 a year on the 
shares to be distributed with respect to each 
share of present preferred stock of Com- 
monwealth and in excess of 44 cents a year 
on the shares to be distributed with respect 
to each share of present common stock of 
Commonwealth. 


The accompanying table shows the 
system revenues and net income, share 
earnings (consolidated) and dividends on 
the preferred, the common share earn- 
ings, and the approximate price range 
for each stock. 

For the twelve months ended April 30, 
1944, gross revenues were nearly $207,- 
000,000, a gain of 10 per cent over the 
previous period. Share earnings on the 
preferred stock were $8 compared with 
$7.89; on the common, 9 cents versus 8 
cents, Excess profits taxes were $32,- 
327,256. 

If these taxes should be canceled 
in the postwar period (with the 
normal 40 per cent rate substituted), 
nearly one-half the amount could be 
saved, which would increase preferred 
earnings to approximately $19—all other 
things being equal. A substantial part of 
the $11 saving might be required to off- 
set the probable dip in postwar industrial 
revenues, though the regular income tax 
would partially absorb this loss. It may 
be noted that in 1939 the company’s 
gross revenues were some $66,000,000 


Preferred Stock Common Stock 


Earned Range 
88-79 
$8. 46 


less than the present figure, while share 
earnings on the preferred stock were 
larger; obviously taxes are a more im- 
portant item than the variation in gross 
business. 


\ \ 71TH the further stepping up of the 

excess profits tax rate in 1944 the 
company has found it still harder to 
translate increased gross into increased 
net income. In the month of April gross 
gained 8 per cent while net was down 9 
per cent; for the four months ended 
April 30th, gross gained 8 per cent while 
net was down 13 per cent. If the re- 
mainder of the year shows the same 
trend, 1944 earnings for the preferred 
stock will be reduced to $7.33—about 
equal to 1942, 

Under the plan, Commonwealth pre- 
ferred would retain 85 per cent of the 
present equity earnings, or about $6.25 
out of the estimated 1944 figure. The 
stock is selling currently at 834, or 8) 
after crediting the cash payment under 
the plan, which figure is about 12.8 times 
the earnings figure of $6.25. Should the 
company be able to retain a fair propor- 
tion of the increase in gross since 193%, 
while obtaining tax relief also, the eart- 
ings figure might be substantially im- 
proved and the current price- earnings 
ratio correspondingly reduced. 
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What Others Think 


Electric Power and Industrial 
Development 


erat ae power has had a tremendous 
influence on the development of 
American industry since the turn of the 
century, but its maximum contribution 
is dependent upon adequate development 
of the market for industrial use. This 
was the view expressed by Clyde O. Rug- 
gles, professor of public utility manage- 
ment and regulation, Harvard Business 
School, in an article in the 1944 spring 
number of the Harvard Business Review. 

Professor Ruggles reviewed clearly 
and concisely the respective influences of 
water power, steam power, and finally 
electric power in the location, growth, 
and advancement of the nation’s indus- 
trial economy. In the beginning indus- 
tries were restricted in their location by 
their nearness to water power. With the 
development of steam power, the restric- 
tions on location were somewhat relaxed, 
but the cost factor was still high. With 
the increased use of electric power, costs 
of power for industrial production were 
sharply reduced and transmission lines 
were lengthened to minimize the impor- 
tance of the location factor. 

This, in itself, gave impetus to the use 
of electric power and enabled the estab- 
lishment of industries in locations con- 
trolled more completely by other impor- 
tant factors, such as markets, favorable 
climate, cheap transportation, adequate 
supply of labor, availability of capital, 
and other factors of significance. 


NDER a subheading entitled “Indus- 

trial Development of TVA Terri- 

tory and Pacific Northwest,” Professor 
Ruggles said: 

Attention has been focused in recent years 

upon the possible rdle of electric power in 

two regions of the country, the southeastern 


part of the United States and parts of the 
far West, especially the Pacific Northwest. 
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These areas are within reach of cheap public 
and private power service. What evidence 
is there that these areas have something more 
than cheap power to offer as a basis for fur- 
ther industrial growth? The past growth 
of industry in these regions should afford 
some clue to their probable future indus. 
trial development. 


He pointed out that census data cov- 
ering a 40-year period indicate that these 
regions do have something of importance 
to offer besides cheap power, adding: 


... Obviously, ample supplies of cheap power 
will favor the future industrial development 
of these regions. Although the electro- 
chemical and electrometallurgical industries 
are likely to be attracted particularly by 
the lower-cost electrical power, the migra- 
tion and growth of such industries as those 
which fabricate the products of the extrac- 
tive industries will depend on nearness to 
markets, favorable climate, cheap trans- 
portation, adequate supply of labor, and other 
factors of significance in each case. The de- 
gree of industrial development in these re- 
gions will hinge upon the extent to which 
those necessary elements for industrial 
growth are provided there or are secured 
from outside on a sound basis, either in do- 
mestic or foreign trade. Of vital importance 
also is the degree to which exhaustible re- 
sources are involved in the industrial de- 
velopment of these regions, particularly 
since it is the extractive industries which are 
most likely to be involved. 


Professor Ruggles explained that it is 
obviously too early to appraise the long- 
run effect of the availability of cheap 
power in these regions. The possible ef- 
fects resulting from World War II con- 
stitute another variable, he pointed out, 
the importance of which can only be de- 
termined by future developments. It is an 
academic question as to the time in the 
future, he said, when hydroelectric pro)- 
ects will assume increasing importance as 
some fuels become scarcer and more ¢x: 
pensive. He continued : 

. .. Even when important factors favoring 
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WHAT OTHERS THINK 


industrial growth and cheap power are avail- 
able within a region, there should be in ad- 
dition such comprehensive information as 
would be helpful in making wise decisions 
in the location of industries. A power utility, 
whether publicly or privately owned and 
operated, should be able to furnish compre- 
hensive and reliable information on power 
uses. Likewise, governmental and business 
organizations and university. research bodies 
should make available such information con- 
cerning a region’s resources as will discour- 
age high-pressure types of industrial promo- 
tion. The TVA, the Bonneville Power Ad- 
ministration, and other bodies such as those 
just mentioned are making an increasing 
number of objective studies that should be 
helpful to industrial pioneers by enabling 
them to learn both the advantages and dis- 
advantages affecting the development of 
various industries. 


OMMENTING on general industrial 
development, Professor Ruggles 
said : 

In contrast to the minor role which cheap 
electric power plays im the location of most 
industries, it has played, and seems likely 
to continue to play, a major role in the de- 
velopment of industries both old and new, 
large and small. 

Some of the important early economies 
resulting from the use of electric power may 
be briefly characterized as reduction in the 
cost of buildings, which could be of lighter 
construction since heavy walls and other 
facilities were no longer necessary for the 
installation of shafting and pulleys; possi- 
bility of placing different shops in separate 
buildings in accordance with the best work- 
ing layout, without regard to the necessities 
of location near water power or steam 
power; greater economy in the enlargement 
of plant and facilities; easier access to ma- 
chinery because of the elimination of belts 
and pulleys; more efficient arrangement of 
machines and tools, since it was no longer 
necessary to place them in straight lines 
parallel with shafting; and localization of 
work stoppages and injuries to the particu- 
lar motor involved. The introduction of elec- 
tric power also meant an increase in pro- 
duction and a decrease in costs, in part the 
result of greater control of the speed of 
tools and greater economy in the amount of 
power used. 


Professor Ruggles noted the marked 
strides made by utilities in improvement 
of their original service, lighting, to the 
end that industry has been able to effect 
savings of material and improve produc- 
tion, as well as control room temperature 
and ventilation — advancements which 
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have been vital in reducing industrial 
fatigue and improving hygienic condi- 
tions in industries. He noted that electric 
power is vital and, in some instances, in- 
dispensable in the industrial process in- 
volving the composition of the product 
itself. Certain steels and various prod- 
ucts of the electrochemical and electro- 
metallurgical industries, for example, re- 
quire great precision in controlling heat 
or pressure to obtain a high-quality prod- 
uct. Professor Ruggles continued: 
. .. The contributions of electric power to 
industry have been striking indeed since it 
began to replace the direct application of 
mechanical power through shafts and belts. 
Electric motors have afforded great flexibil- 
ity in the wide application and nicety of con- 
trol of electric power in all sorts of indus- 
trial uses. What additional contributions elec- 
tronics and its accompanying developments 
have in store for industry only time can 
reveal. 


Ewe writer emphasized that the im- 
portance of the development of the 
market for public utility services was not 
adequately appreciated for many years, 
either by public utilities or by regulatory 
bodies. He explained that the early elec- 
tric utilities, whether privately or publicly 
owned and operated, “assumed that since 
they had a franchise to furnish service 
within a given municipality or larger 
area, customers would sooner or later de- 
mand the service.” 

Asa matter of fact, he continued, utili- 
ties at the outset in effect discouraged the 
purchase of their service for many years 
by setting rates that were too high and 
by failing to reduce rates sufficiently as 
the customers increased the volume of 
consumption. But it takes something 
more than low rates, he said, to develop 
the market for electric power, adding 
there are still too many utilities that do 
not give market development the atten- 
tion it deserves, if the lowest possible unit 
cost for electric power and maximum ex- 
tension of its use are to be realized. 


LD pet agen the obligation of a power 

utility to obtain low unit cost, Pro- 

fessor Ruggles said: 

... Any electric utility, regardless of mode 
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of ownership and operation, owes it to the 
community or region in which it has the 
exclusive right to serve to develop all seg- 
ments of its market in a manner that will 
bring about the lowest possible unit costs 
consistent with adequate and efficient service. 
The utility has a special obligation to give 
low-cost service to domestic customers since 
they have little or no economic choice as to 
how their needs for electric power are to be 
supplied. 

Low unit costs for electric power are made 
possible when the various segments of the 
market, the domestic, the commercial, and 
the industrial customers, make such use of 
electric power as to enable the utility to em- 
ploy its facilities in an intensive and eco- 
nomical manner. The efficient utilization of 
facilities is important because of the rela- 
tively heavy investment which these utilities 
must make compared with their annual reve- 
nue. Moreover, the rapid technological ad- 
vance of the electrical industry has made 
much of the investment in this field obsolete 
before plant and other facilities were physi- 
cally worn out in operation. Thus, under- 
development of a market for electric power 
is a serious matter because it results in 
higher unit costs. 


Professor Ruggles posed an interest- 


important to the domestic customers them. 
selves as the greater opportunities for em. 
ployment that might well result from the 
encouragement of increased industrial de. 
velopment. When viewed from this stand. 
point, it may be questioned whether in TVA 
territory or in any other region the sale of 
power “to and use by industries” should be 
considered as of secondary importance, 


Professor Ruggles termed intelligent 
development of the market for industrial 
power as imperative as is technical prog. 
ress of the industry, and said it is neces. 
sary also if expansion of power facilities 
is to be wisely planned. 


“Bistemiggn that public and private 
power systems are able to make 
valuable contributions to problems in- 
volved in serving the industrial market, 
he said marketing problems have not re- 
ceived the attention they deserve, “and 
it is not yet fully appreciated either by 
public utility management or by regula- 
tory bodies that it takes both funds and 
time to develop the market for power.” 


Elaborating, he said: 


If a power utility is to have success in 
load building, it should be sufficiently fa- 
miliar with the industries in its territory so 
that it can give dependable counsel, among 
other things, on whether certain industries 
should generate or purchase their power; 
on how savings may be made by purchasing 
power under one type or another of indus- 
trial power contracts depending upon dif- 
ferences in demand characteristics and power 
needs ; and on how an industry can profitably 
make more intensive uses of power and apply 
it to new uses. 

Well-managed power companies take a 
professional pride in making reports of tech- 
nical and economic integrity upon which 
prospective industrial customers can make 
their decisions whether to generate or pur- 
chase power. Such thorough and dependable 
reports inspire confidence and thus con- 
tribute to the development of the market. A 
finding in the case of one industry, for ex- 
ample, that it is not justified in purchasing 
power from the utility often encourages 
other industries to ask advice as to the plan 
which they should follow in providing for 
their power needs. To carry out this kind of 
a program, the power company obviously 
must be familiar with the industry’s possible 
demands for service and must take pains 
that both existing and prospective industrial 
customers are thoroughly familiar with the 
advantages and disadvantages of buying 
their power under the various types of in- 
dustrial contracts. 


ing question with respect to whether the 
sale of industrial power should be of 
secondary importance and referred to 
some of the provisions of the TVA Act. 
He suggested that they may result in un- 
derdevelopment of the industrial segment 
of the market. He quoted the act as pro- 
viding that the sale of power “to and use 
by industry shall be a secondary pur- 
pose.” In harmony with this provision of 
the act, Professor Ruggles pointed out, 
TVA in some of its contracts for sales of 
power to municipalities has provided 
that if there is a deficit from the low 
rates to domestic consumers during the 
development period of the market, the 
municipality is to levy a surcharge upon 
the commercial and industrial customers 
to make up the deficit. He questioned 
the wisdom of such surcharges—first, 
because some industries might decide to 
generate their own power; and, second, 
because such penalties might result in 
failure to secure large prospective users 
of power. He continued: 

. . . Moreover, any power utility, whether 

publicly or privately owned and operated, 

would do well to consider whether rates for 


domestic service so low as to necessitate sur- 
charges on industrial customers would be as 
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As an example of the instances in 
which a utility can assist industry, he said 
there are many industrial prospects with 
private power plants which could doubt- 
less shift to purchased power and make 
important savings through much more 
intensive uses of electric power. An ob- 
stacle might be lack of funds with which 
to make the shift, and in such a case a 
power salesman may be able to bring 
equipment manufacturers, banks, or fi- 
nancial companies into consultation and 
convince them of the soundness of the 
financing of such a program by showing 
the possible savings to the industry. In 
conclusion, Professor Ruggles said: 


In contrast to the minor role which elec- 
tric power plays in the location of most in- 
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dustries, it is now playing and in the future 
is likely to play an increasingly important 
role in industrial development. This role of 
electric power is significant whether the in- 
dustry is old or new, large or small. 

The maximum contribution of electric 
power to industrial development is in turn 
dependent upon adequate development of the 
market for industrial power. Only when such 
market development is carried out can in- 
dustries and other utility customers secure 
electric power at the lowest possible unit 
costs consistent with adequate and efficient 
service. 


| penta Ruggles promised to dis- 
cuss in a later article some problems 
of industrial growth and the develop- 
ment of the market for industrial power, 
which encompass certain relationships of 
industry and agriculture. 
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Professor Discusses Regulatory “Accounting 
Principles” 


ICTATORSHIPS in Europe and the at- 

tendant repugnance with which 
they have been received in those parts of 
the world not shackled by their power 
may serve to aid in putting a damper up- 
on the spread of government regulation 
of business and industry by accounting 
principles. 

This thought is suggested by Thomas 
H. Sanders, professor of accounting, 
Harvard Business School, in a review 
of “Financial Accounting—A_ Distilla- 
tion of Experience,” by George O. May, 
formerly senior partner of Price, Water- 
house & Company.* 

Professor Sanders explains at the 
outset that “the progress of government 
controls of business enterprise has been 
measured by the increasing utilization 
of accounting” since 1887 when the Inter- 
state Commerce Commission began to 
prescribe requirements for railway ac- 
counting reports and later expanded its 
jurisdictional functions in the account- 
ing field. While railways and utilities fur- 
nish extreme examples of the extent of 
the application of accounting controls by 
public authorities, Professor Sanders 
points out that no business — large or 
small, public corporation or private 
proprietorship—is immune from the 
pervasive influence of the accounting 
rules of the Bureau of Internal Revenue. 


OVERNMENT controls, of course, had 
their origin to some extent in a 
feeling that private industry had not ex- 
ercised the greatest amount of integrity 
in keeping accounts and that as a result 
those endowed with a specific public in- 
terest were able to abuse the public. Also, 
there.were complaints because of the va- 
riety and contradictions in accounting 
practices. Professor Sanders comments 
that “government authorities have, if 
anything, made the situation worse by 
adding more variety and contradictions, 
including contradictions among them- 


*Mr. May’s book was reviewed in PuBLIc 
Urtirities FortNIGHTLY of March 30, 1944. 
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selves.” He suggests that such variety js 
“healthier than a dead level of uniform. 
ity, influenced by people with inadequate 
experience or understanding of the prob- 
lems with which they deal.” 

This last statement seems to be the 
burden of Professor Sanders’ article, 
and he staunchly defends the position of 
Mr. May that accountants should be en- 
dowed with an independence which will 
aid them in increasing the effectiveness 
and usefulness of accounting in the serv- 
ice of business and society. He empha- 
sizes that accounting should be left in the 
hands of the profession—the men who 
admittedly must be responsible for its re- 
sults, who know their interest is insep- 
arably bound up with its integrity. 

As to the future, Professor Sanders 
says a long view of history does not nec- 
essarily suggest that the friends of more 
freedom for accountants need despair. 
Explaining that the Victorian era in 
Britain, now commonly regarded as the 
embodiment of restrictions and prohibi- 
tions, was actually devoted to sweeping 
away the shackles and legal limitations 
which had accumulated since the Middle 
Ages, Professor Sanders notes that free 
economy lasted until the tide had turned 
at the close of the last century. He 
adds: 


The pace and extent of the restrictionist 
movement furnish some ground for believ- 
ing that it may not necessarily run for so 
many years as the preceding movement for 
freedom. The spectacle of the totalitarian 
states, Communist and Fascist, may reason- 
ably be expected to serve as warnings to 
democratic peoples not to go too far in that 
direction, and it may not be too much to 
hope that, after the fevers of war have ex- 
pended themselves, more moderate counsels 
will prevail. Mr. May’s book is a step taken 
in that direction, on behalf of the account- 
ant’s contribution to the economy. 


| Sapeaice ri the misinterpretation of 
the application of the term ‘““prin- 
ciples” to accounting, Professor Sanders 
draws a unique comparison between some 
of the statements made by the late Presi- 
dent Lowell of Harvard University in 
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“Conflicts of Principle,” published in 
1932, and by Mr. May. President Lowell 
inted out that in most of the great 
crises of history the issues have usually 
had merit on both sides, and the highest 
statesmanship has consisted in recogniz- 
ing the limitations of the principles ad- 
vanced by each contestant and in striving 
to secure the combination of maximum 
advantages. Commenting on Mr. May’s 
views, Professor Sanders continues: 


Mr. May thinks it unwise to apply account- 
ing principles beyond the conditions which 
gave rise to them. In the field of account- 
ing, he says, “there are no principles, in the 
more fundamental sense of that word, on 
which we can build; and the distinctions be- 
tween laws, rules, standards, and conven- 
tions lie not in their nature but in the kind 
of sanctions by which they are enforced.” 

“What appears as a universal principle,” 
says Mr. Lowell in his preface, “is in fact 
only true within the limits of the conditions 
in which it is properly applied, and becomes 
partially true, or altogether inapplicable, un- 
der new and unfamiliar circumstances.” 

“It follows,” Mr. May proceeds, “that as 
economic and social concepts or modes of 
thought change, accounting concepts may 
have to change with them.” 

And Mr. Lowell’s book responds: “There 
is today so much discussion about abstract 
principles, when the real question is not 
whether they are absolutely true or false, 
but how far they are true, to what extent 
the undoubted truth they contain justifies 
their extension in circumstances very dif- 
ferent from those that gave them birth.” 


Justifying the seeming departure from 
the narrow field at hand, Professor 
Sanders comments: 


... Some accountants — not only profes- 
sors of accounting but, what is still more 
serious, accountants associated with utility 
regulation—have claimed for certain prin- 
ciples of accounting the universality and 
compelling power of the law of gravity. 
This is the conception which Mr. May de- 
sires to dispel, for such a conception re- 
sults mainly in introducing subjective rigidi- 
ties into the discussion of accounting and 
financial problems which make it exceed- 
ingly difficult to come to grips with realities. 
Only by continually insisting on returning 
to practical purposes and results can satis- 
factory answers be found to the conflicts of 
principles which constantly arise. 


Whe Mr. May’s quotation from the 
J first Research Bulletin of the Am- 
erican Institute of Accountants in which 


it is stated: “The test of the corporate 
system and of the special phase of it 
represented by corporate accounting ul- 
timately lies in the results which are pro- 
duced. These results must be judged from 
the standpoint of society as a whole— 
not from that of any one group of inter- 
ested parties’—Professor Sanders com- 
ments: 

To many readers this statement will savor 
of the obvious. It is only when they have 
given much study to the nature of many 
proposals with respect to accounting pro- 
cedures that they become aware how com- 
pletely the suggested methods fail to satisfy 
the standards of utility thus laid down. 
Often such proposals have been advanced, 
not because they “will serve a useful social 
purpose,” nor because of any “demonstrable 
value “in the results which are produced,” 
but rather because they satisfy their 
proponents’ conceptions of a new social order 
or their ideas of an abstract justice which 
has little or nothing to do with any actual 
case. 

This, then, is the criterion for judgment of 
accounting principles: that in their effects 
they shall make for justice and conduce to 
good management and sound enterprise. 


Respecting the exercise of accounting 
authority, Professor Sanders notes that 
the thought runs through the chapters 
of Mr. May’s book that the accountant 
in exercising his art should not be tram- 
meled by too many artificial restrictions 
which are imposed from without on the 
entirely different theory that accounting, 
instead of being an art, is a science 
which can be made increasingly exact 
by simply accumulating more rules. This 
theme culminates in the last chapter—on 
“Accounting and Regulation” — says 
Professor Sanders, but sense of the 
disadvantage of regulation and control 
from outside the profession pervades the 
entire book. He says Mr. May’s defini- 
tion of “profession” assumes that the 
body so designated, to be worthy of the 
name, is competent to write its own 
rules of conduct and should largely be 
left free to do so. 


| aoe Sanders insists that so- 

called principles can be stated better 
by the practitioner who understands the 
facts of the case or many cases, the pur- 
pose to be served by the statements in 
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which the principle will be used, and the 

ultimate results of consistently following 

it, and adds: 
... A long experience and many cases are 
drawn upon to support the contention that 
government agencies frequently lack this 
background of professional experience and 
therefore tend to make rules which in their 
results are not in the best interests of those 
most concerned. 


Professor Sanders agrees with Mr. 
May that “the justification of the cost 
basis rests perhaps more on the inherent 
defects of any suggested method of val- 
uation than upon the abstract merits of 
the cost approach itself.” In a discussion 
of the original cost basis for accounting 
for public utility properties, Professor 
Sanders notes that some regulatory com- 
missions, dissatisfied with unconvincing 
valuation proceedings, carried on in 
“pursuit of the will-o’-the-wisp of value 
which the court had initiated in Smyth v. 
Ames,” have gone all out for cost to the 
owner who first devoted the property to 
public utility service, relegating to the 
background additional investment of the 
present owner. He suggests this indi- 
cates the definite intent of using this ac- 
counting basis for fixing rates. 

Professor Sanders suggests a rather 
serious situation exists as a result of the 


great volume of legislation that has been 
written into the statute books under the 
present administration and asks: 


. . . How long are we to continue on the 
assumption that progress and liberal reform 
are to be measured in terms of volumes 
added to the statute book, employees added 
to the Federal payroll, and more and more 
restrictive regulations turned out by the 
government bureaus? 

The present book is in substance a plea 
that, so far as accounting is concerned, it 
can be a far more effective and useful in- 
strument in the service of business and so- 
ciety if it is left more in the hands of the 
profession—the men who admittedly must 
be responsible for its results, who know that 
their interest is inseparably bound up with 
its integrity. 


Concluding, Professor Sanders says 
that Mr. May’s book will long be a fruit- 
ful source of ideas and suggestions in 
the many subjects with which it deals, 
The book, as a whole, he adds, reflects 
a pattern of thought which should be- 
come familiar to all who desire to see a 
sound economy established in this coun- 


try. 
—C. A. E. 


GOVERNMENT By “ACCOUNTING PRINCIPLES.” 
By Thomas H. Sanders. Harvard Business 
Review, spring, 1944. 330 West 42nd Street, 
New York 18, N. Y. 





REA Financial Record Challenged 


i i HOSE who loudly praise the accom- 
plishments of the REA co-ops, 
great as they may be, fail to take into 
consideration the fact that they are heavi- 
ly subsidized by tax exemption and, 
therefore, their records of financial ac- 
complishment appear far better than they 
are. This is the gist of an address made 
recently by G. C. Neff, president of the 
Wisconsin Power & Light Company, be- 
fore the American Society of Agricul- 
tural Engineers. 
Excerpts from his address follow: 


We see printed statements to the effect that 
REA cooperatives have made payments in 
advance of regular schedule and the state- 
ments are very optimistic, to say the least. 
Many of them are designed to convince the 
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readers that REA codperatives are very suc- 
cessful business ventures and have already 
proven themselves and are not in any way 
leaning on the taxpayers of this country. 

The record shows that beginning in 1936 
and extending up to December 31, 1942, $364,- 
000,000 had been advanced through loans 
to REA codperatives and that during this 
same period ending December 31, 1942, these 
REA coéperatives had paid back to the Fed- 
eral government for interest and payment on 
loans during these six years the total sum of 
$29,000,000, or about 8 per cent of the total 
loans, some of which were six years old. 

If these codperatives had paid property 
taxes on the same basis as do power and 
light companies in Wisconsin and in addi- 
tion had paid the 3 per cent Federal excise 
tax, such taxes excluding income taxes en- 
tirely would have been nearly as much as the 
$29,000,000 they paid to the Federal govern- 
ment during their lifetime up to December 
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“COLONEL STINKHARDY SAYS HE HAS COME TO DISCUSS CIVILIAN 
APPLICATION OF HIS WALKIE-TALKIE: AND I DIDN’T EVEN KNOW HE 
WAS MARRIED” 


31, 1942. In other words, the $29,000,000 
labeled interest and debt payments in the 
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cember are ahead of schedule may be telling the 
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The Future of Electronics 


EP irs magical science of electronics 
which is helping in a thousand ways 
to win the war, is prepared to play an im- 
portant part in building that better world 
when business and science finally team 
up in the World of Tomorrow, Dr. Wal- 
ter R. G. Baker, vice president of Gen- 
eral Electric Company, said in a recent 
address in New York city. 

In fact, he told 1,100 representatives 
of manufacturing and merchandising 
resources of Allied Stores Corporation 
at the World of Tomorrow dinner at 
the Waldorf-Astoria, there is growing 
evidence that electronics—the science of 
an electron at work for man—will trans- 
form the world as we know it. 

Citing many ways in which science, 
industry, and medicine have put the elec- 
tron to work as a happy augury of fu- 
ture developments, Dr. Baker said that 
what radio, a scientific electronic devel- 
opment, alone has done “gives us good 
reason to expect equally as much from 
the thousand and one electronic applica- 
tions which this great new science will 
develop.” 

In two decades, he said, radio became 
a billion-dollar business giving employ- 
ment to thousands, and predicted that in 
the postwar period people will have the 
finest radio and television systems that 
ever have been projected as a result of 
the continuing electronic developments. 

He described frequency modulation, a 
new kind of radio wave reducing static 
to the vanishing point and assuring a 
high fidelity of reproduction of music 
and speech, as the most significant radio 
development in the last two decades 
which eventually, because of its advan- 
tages to listeners, will obsolete the 60,- 
000,000 radio sets now in American 
homes. 


s to television, he said, certainly it 
will come after the war—how soon 

it cannot be stated definitely. 
“Tt will not blossom nation-wide at 
once, since first a large investment must 
be made in television transmittters and 
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a system of television transmission for 
network televising. When it does come, 
the television picture of both indoor and 
outdoor scenes will be clear and pleasing, 
and without disturbing streak, flicker, or 
distortion.” 

Dr. Baker said it is perfectly possible 
to open your doors, cook your food, heat 
your house, and do many other such lit- 
tle specific jobs as the result of electron- 
ics. 

Listing some of the possibilities in 
the World of Tomorrow, he said: 


The postwar application of the now fa- 
mous radio locaters, an electronic develop- 
ment, may well stagger the imagination. 

As a result of the electronic precipitator 
developed to combat “smog” it is perfectly 
possible to prophesy that a day may arrive 
when electronic precipitation will be used 
in homes to keep them dust free. 

Hundred-million-volt X-rays were pro- 
duced in one of the great electronic labora- 
tories only a few months ago and what this 
will mean in the future to you and me can 
only be guessed. 

Health may be improved through the use 
of electronically created sound, above the 
hearing range of the human ear, to destroy 
harmful bacteria. 

Electronics may become widely used by 
commercial farmers, packers, and canners 
to detect foreign materials in canning and 
bottling processes to sort their fruits and 
vegetables. 

We may conquer the insects and perennial 
plagues that every year destroy hundreds 
of millions of bushels of grain. The X-ray 
examination of oranges in one season re- 
cently saved California fruit packers some 
$7,000,000. 

We may yet be served nutritious food that 
has been long preserved in a healthful state 
because its enzymes have been deactivized by 
means of electrons. 

The time will come when you will “close 
the deal” by means of facsimile reproduc- 
tion of signed letters and orders across a 
thousand miles of space. 

A device to prevent automobiles and trains 
from passing stop signals probably will be 
a dramatic development of electronics. 


“Electronics is here,” concluded Dr. 
Raker, “new, growing, versatile, funda- 
mental. And when we again take up our 
peace-time jobs, electrons will be ready 
to help us build that better world.” 
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The March of 
Events 


FPC Reports on Utilities 


'§ pooner revenues of the larger privately 
owned electric utilities in the United 
States in March were $260,169,000, compared 
to $238,368,000 in March, 1943, an increase of 
91 per cent, the Federal Power Commissoin 
reported last month. 

Revenues from sales to ultimate consumers 
were up 9.2 per cent to $235,780,000 and elec- 
tric operating revenue deductions (including 
operating expenses, depreciation, and taxes) 
were $202,684,000, or 10.4 per cent over those 
of March, 1943. 

Net electric operating revenues increased 
5.1 per cent to $57,485,000 and gross income, 
including other utility operating income, in- 
creased 3.5 per cent to $70,155,000. 

Taxes charged to electric operations of the 
larger privately owned electric utilities in the 
United States in the first quarter of 1944 
totaled $190,625,000, compared to $177,973,- 
000 in the first quarter of 1943, an increase of 
7.1 per cent, according to a statement issued 
last month by the FPC. 

Dividends for the first three months of 1944 
amounted to $93,553,000, compared with $98,- 
307,000 in the corresponding period of 1943, a 
decrease of 4.8 per cent. While salaries and 
wages increased 8 per cent to $123,115,000 from 
$118,580,000. 


WPB Announces Change 


Epo War Production Board on May 15th 
announced a change in the order affect- 
ing rural electric line construction, designed 
to eliminate certain hardships resulting from 
an April 6th amendment cutting back the 
rural construction program. 

The change, made by amendment of Supple- 
mentary Utilities Order U-1-c, permits farmers 
who had undertaken preliminary work, such as 
farm wiring or the purchase of electrically 
driven machinery, before the cutback was 
ordered, to qualify for service. Edward C. 
Falck, director of the Office of War Utilities, 
in announcing the change, pointed out that its 
sole purpose is to relieve hardship cases and 
that the general restrictions adopted in April 
because of the shortage of transformers must 
be continued in effect. 

There is still a serious shortage of capacity 
to produce electric transformers of the size re- 
quired for additional rural service, Mr. Falck 
said, because of heavy demands on electric 


equipment manufacturers for radio and radar 
type transformers. The War Production 
Board foresees no improvement in this 
situation for some time to come, he added. 

Utilities are being requested to keep their 
prospective farm consumers fully informed of 
the delays that will be incurred in actual com- 
pletion of the construction of new electric lines 
because of the transformer shortage. 


Quits REA Probe 


gigas resignation of Louis R. Glavis as chief 
investigator for a Senate subcommittee in- 
vestigating the Rural Electrification Admin- 
istration was reported last month after the 
subcommittee heard Glavis had produced evi- 
dence which was challenged as not authentic. 

Carroll Beedy, chief committee counsel, told 
reporters Glavis had resigned. He said Glavis 
was the same man whose investigations pro- 
duced the basis for charges decades ago against 
the late Secretary of the Interior Richard 
Ballinger, an attack Secretary Ickes has since 
declared unjust. 

Beedy told acting Chairman Shipstead, Re- 
publican of Minnesota, and Senator Gillette, 
Democrat of Iowa, only members present at 
an afternoon session of the investigating com- 
mittee on May 18th, that he had new informa- 
tion about a letter attributed to former Deputy 
REA Administrator Robert B. Craig, but de- 
scribed by him as “concocted.” 


Gas and Electric Cooperation 
Urged 


M. BEEBEE, chairman of the postwar plan- 
e ning committee of the American Gas 
Association, last month issued the first com- 
prehensive report of his committee covering 
thirty-one conclusions and recommendations 
designed to aid the gas industry to become the 
ageressor in vital and important competitive 
postwar markets. To implement the objec- 
tives of the proposed program a “committee of 
action” composed of twenty leading gas utility 
executives in various sections of the country 
has been appointed. 

Stating that postwar business conditions will 
be as good as it is possible for American busi- 
nessmen codperating with responsible govern- 
ment officials to make them, Mr. Beebee’s re- 
port visualizes the following postwar market 
for gas appliances: 
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“Present estimates indicate a demand for 
about 8,000,000 modern gas ranges to replace 
old equipment now in use. At least 650,000 
ranges per year must be sold to the estimated 
new home market which replaces old struc- 
tures, just to keep even. Five million auto- 
matic gas water heaters are needed to replace 
less satisfactory service methods, and there is a 
market for 2,000,000 gas refrigerators among 
existing customers. 

“In the new home market gas home heating. 
will be widely accepted, and will carry with it a 
high percentage of other residential load. Add- 
ing gas air conditioning which now permits 
all-year climate control will greatly stimulate 
the acceptance of the ‘all gas’ home.” 

An interindustry committee has been formed 
to consider problems in connection with trade 
relation sales practices in the postwar period. 
At present the American Gas Association, Edi- 
son Electric Institute, and the National Furni- 
ture Association are ‘represented ; this will be 
extended to include the National Retail Hard- 
ware Association and others. 

In line with this thinking is the suggestion 
made by the postwar planning committee for 
the promotion of both gas and electricity in 
the home of tomorrow. 

“There is room for both services,” Mr. Bee- 
bee’s report asserted. “Gas and electricity are 
complementary to each other for our customers 
and the industry. We must bear this in mind 
otherwise an inflationary, wasteful, and need- 
less market battie will ensue.” 

Recommendations to this effect emphasize 
that “the use of electricity in the modern 
kitchen should be encouraged for those uses 
for which it is particularly suited, such as 
lighting and power, dishwashers and accessory 
equipment which use electricity, but which will 
also broaden the use of gas.... 

“Both the gas and electric industries are 
recognizing that there are definite fields where- 
in each service is complementary or best, and 
that the combination of services can be to the 
interest of both the consumer and the utility. 
But, that a combination of the two services 
can enable a higher standard of living has not 
yet been appreciated by the American public.” 


New Draft Regulations 


HE new draft regulations affect utilities 


as follows: (1) No operating utility in- 
dustry is qualified to obtain deferments on men 
between eighteen and twenty-five, although in 
emergency cases the Office of War Utilities 
may possibly get some very temporary relief. 
(2) All utilities (gas, electric, water, common 
carriers, and communications) are qualified as 
“essential activities” to obtain deferments on 
men between the ages of twenty-six and 
twenty-nine, subject to the action of local 
boards, with preference for fathers over non- 
fathers. Deferments in this group, however, 
will be temporary, pending anticipated military 
call for more man power after the 18-to-25 
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group has been exhausted. (3) Deferment of 
necessary men employed by utilities in the age 
group from thirty to thirty-eight can be taken 
more or less as a matter of course for the bal- 
ance of the current year and quite likely there- 
after, unless military reverses change the man- 
power picture. (4) Men thirty-eight and over, 
necessary or otherwise, are safe from induction 
—the armed forces don’t want them. (5) Re- 
placement schedules now in force wiil be con- 
tinued in effect for the remaining part of the 
year, but no new replacement schedules are 
being approved because of the new and more or 
less absolute emphasis on younger age groups, 

If and when the armed services start calling 
out the 26-to-29 group, the OWU will endeavor 
to work out deferment programs for necessary 
employees of the operating utilities under its 
jurisdiction. 


Senator Demands Impeachment 


ENATOR McKellar, Democrat of Tennessee, 

demanded in the Senate on May 20th that 
Chairman David E. Lilienthal of the Tennessee 
Valley Authority be removed or impeached. In 
his bitterest attack yet leveled at the TVA 
head, McKellar charged in a floor speech that 
Liiienthal had “clearly violated the antitrust 
act” in connection with agreements between the 
big government-owned hydroelectric project 
and private power companies. 

“For this alone, in my judgment,” the Sena- 
tor said, “the President should dismiss Lilien- 
thal and if he does not, steps should be taken 
in the House to impeach him for violating the 
antitrust laws of the United States.” 

TVA’s agreements with private power firms 
in the area, McKellar said, contain stipulations 
of “a division of territory in which one sells 
and the other agrees not to sell,” a condition 
he said was unauthorized under the TVA Act 
and condemned in the “monopolies and combi- 
nations in trade” act. 


To Drop Utilities 


HE Cities Service Company, in a petition 

filed with the Securities and Exchange 
Commission on May 19th, notified the govern- 
ment agency that it would retain its oil, whole- 
sale natural gas, real estate, and other non- 
utility enterprises, and would dispose of its 
utility interests ‘to the extent necessary to re- 
lieve it from regulation under the Holding 
Company Act.” 

The petition was in answer to the SEC's 
divestment order of May 5th, which gave the 
company a choice of eliminating all of its pub- 
lic utility holdings and staying in the oil busi- 
ness, or dropping its oil and other nonutility 
units and remaining in the public utility field. 

The Cities Service Company system has 
more than $1,000,000,000 of assets and operates 
in every state and several foreign countries. 
Subsidiary companies engage not only in oil, 
electric, and gas businesses, but also in ice and 
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water supply, steam heating, real estate, irriga- 
tion, transportation, ownership of patents, and 
various manufacturing enterprises. 


President Criticizes House 
Measure 


~_ Roosevelt recently said that an 
omnibus Rivers and Harbors Bill as passed 
by the House “failed to provide for the use of 
water for irrigation in accordance with tested 
laws and practices.” 

The President, in a letter to Senator Over- 
ton, Democrat of Louisiana, chairman of the 
Senate Commerce subcommittee, holding hear- 
ings on the House-approved biil, said: 

“T am concerned that the bill should provide 
to the fullest possible extent for the prudent 
husbandry of our vast resources of water and 
land, and should result in the greatest and most 
widespread benefits to the people. 

“As the bill was passed by the House it did 
not in some respects adequately serve these 
objectives. 

“It contained a provision that would com- 
pletely exempt the great Central Valley proj- 
ect in California from the excess-land laws 
that our predecessors fought to place on the 
statute books for the benefit of the home build- 
er and his family. ... 

“It did not set forth for the projects included 
in it the policies for the sale of electricity that 
Congress had established and adhered to in 
legisiation for similar projects and which 
proved to be sound.” 

Roosevelt suggested adoption of an amend- 
ment similar to one introduced by Senator 
Bone, Democrat of Washington, which would 
give the Secretary of the Interior control over 
excess power and energy developed from the 
various projects. An amendment along the 
same lines was defeated by the House. 

Secretary of Interior Harold L. Ickes 
earlier in the month had accused Representa- 
tive Albert E. Carter, Republican of Califor- 
nia, of a “sly and tricky effort” to enrich the 
Pacific Gas and Electric Company “at the 
expense of the public treasury.” 

Ickes, in a letter to the Congressman, blamed 
Carter for the House’s action in diverting 
funds previously provided for buiiding trans- 
mission lines in connection with the Shasta 
dam in the Central Valley project in Cali- 
fornia. 

Asserting that the House’s recent action was 
attributable to Carter because Carter was the 
only Californian on the subcommittee in charge 
of the bill, Ickes added, “You have sought to 
strike at me by withholding money needed to 
get on with the Central Valley project and 
ee have succeeded only in hurting your own 
i) ere 

“The transmission lines that you thus have 
rendered still-born would have delivered, at low 
cost, substantially the entire output of Shasta 
dam to Contra Costa and Alameda counties, 


where the power would have been available to 
serve the industries that have located about 
San Francisco bay. These lines also are needed 
to carry cheap power to pump the water into 
the Contra Costa canal for the benefit of the 
cities and industries and farmers of your dis- 
trict.” 


War Contract Rules 


| geese covering the exemption from re- 
negotiation of certain classes and types of 
public utility contracts and subcontracts were 
announced last month by the War Contracts 
Price Adjustment Board, which also made 
public the form of mandatory financial state- 
ment to be filed by public utility companies 
subject to the 1943 Renegotiation Act. 

Public utility and steamship operating com- 
panies are not required to file the standard 
form of contractor’s report, but must file, in 
order to comply with the mandatory filing pro- 
vision, subsection (C) (5) (A), of the act, an 
appropriate statement containing the following 
information : 

Name and address of contractor. 

Names of companies, if any, under the con- 
trol of, or controlling, or under common con- 
trol with the contractor. 

Nature of principal business. 

Date of expiration of fiscal year. 

Balance sheet, profit and loss statement, and 
surplus statement of the contractor for latest 
completed fiscal year. 

Declaration by the contractor that it will 
furnish such further and additional informa- 
tion as may be required by or on behalf of the 
war contract board. 


SEC Member Renominated 


opErT K. McConNAUGHEY of Ohio was 
R nominated by President Roosevelt last 
month for another term as a member of the 
Securities and Exchange Commission. 


Travel Rationing Abandoned 


OLONEL J. Monroe Johnson, director of the 
Office of Defense Transportation, indi- 
cated recently at a press conference that the 
ODT had virtually abandoned a reported plan 
to “ration” travel by at least requiring pro- 
spective passengers to state in writing that the 
trip was necessary. 
“A rationing system,” he said, “would re- 
quire many tens of thousands of workers and 
add to the serious man-power problem.” 


Argentina Expropriates Another 
Utility 

HE “interventor” or Federal commissioner 

for the Argentine Province of Entre Rios 


on May 13th expropriated the Compania de 
Electricidad del Este Argentino (East Argen- 
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tine Electricity Company), a subsidiary of the 
American & Foreign Power Company. 

The expropriation decree was not published 
at the time and it was not known how much 
the company had been offered in payment for 
its properties. It will be recalled that the 
Compania Hydroelectrica de Tucman, another 
subsidiary of the American & Foreign Power 
Company, was expropriated April 25th by the 
Federal commissioner for Tucman Province 
and offered compensation that company officials 
considered ridiculous. 

Expropriations of United States and British 
public utility companies in Argentina have be- 
come sufficiently frequent of late to suggest 
that they correspond to a definite government 
plan, it was reported. The idea seems to be 
that now is the right time to expropriate valu- 
able foreign properties because the United 


States and Great Britain have no official con. 
tacts with the Argentine government and their 
diplomatic representatives therefore are unable 
to do anything to protect the interests of their 
nationals. 

President Edelmiro Farrell’s government, it 
was said, apparently thinks such a procedure 
may be a powerful lever to induce the United 
Nations to recognize the régime, failing which 
Argentina will in any case be the gainer by 
acquiring public utility companies cheaply. 

President Farrell, on his recent tour of the 
Andean provinces, boasted on at least two occa- 
sions in public speeches that “Argentina has 
fought the United States to a standstill and 
thereby has won an important victory.” His 
speeches were carefully censored by the 
authorities in Buenos Aires and not allowed to 
appear in print. 


eB 
Alabama 


Company Comes under 
Jurisdiction 


HE state public service commission last 

month announced that the West Point 
Manufacturing Company of West Point, Geor- 
gia, had “acceded to demands” that it come 
under the commission’s jurisdiction in its util- 
ity services, 

Commissioner Gordon Persons said the 
company, which operates a textile mill in Ala- 
bama, serves “several thousands of Alabama 
customers with electricity, water, and tele- 
phone service.” 

“This company,” Persons’ statement said, 
“operates a large cotton mill and a majority 
of their employees live in Lanett, Langdale, 
Fairfax, Riverview, and Shawmut. In addi- 
tion to serving their own employees, this com- 


pany has been providing public utility services 
to other residential and commercial users in 
these five east Alabama towns.” 

He said the city of Lanett, which owns and 
operates its electric system, “buys electricity 
wholesale from the West Point Manufacturing 
Company.” 

After “fa series of conferences,” the state- 
ment added, the company filed a petition for 
a certificate to operate under Alabama’s public 
utility laws. A hearing was set for May 3lst, 
and Persons added the petition probably would 
be approved. 

He said “a substantial number” of telephone 
companies in Alabama had been operating 
without having obtained certificates of public 
convenience and necessity and that all would 
be required to qualify under state law “for 
the protection of the customers.” Several 
already have applied for permits. 


Arkansas 


Would Extend Lines into REA 
Territory 


HE Arkansas Power & Light Company ap- 

plied to the state utilities commission last 
month for authority to extend its operations 
into an area previously allocated to a Rural 
Electrification Administration ‘coGperative in 
Jackson county. The area is east and north of 
Newport. The commission allocated this area 
to the Farmers Electric Codperative Corpora- 
tion in 1937. 

The application said the codperative built 
into part of the area allocated to it but now 
“cannot build transmission lines into this terri- 
tory without violating rules and regulations of 
the War Production Board.” 
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The company, “under present orders of the 
War Production Board, can make secondary 
extensions to certain customers,” it said. 


FPC Postpones Hearing 


HE Federal Power Commission has post- 

poned indefinitely the hearing originally 
set for May 17th in Little Rock, to determine 
accounting adjustments of approximately $64,- 
000,000 to be made by Arkansas Power & 
Light Company, subsidiary of Electric Power 
& Light Corporation. 

The Arkansas Company has been ordered by 
the commission to show cause why it should 
not eliminate nearly $17,000,000 in alleged 
write-ups and: other amounts purportedly in 
excess of original cost of properties. 
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Market Street Railway 


A CHARTER amendment providing for pur- 
chase by the city of San Francisco of the 
privately owned Market Street Railway was 


> 


California 


OF EVENTS 


adopted 104,706 to 82,292 in an election on May 
16th. Adoption of the proposal, which had been 
defeated in four previous elections, brought to 
a close thirty-two years of competition between 
the private and municipally owned systems. 


Colorado 


Rate Cut Upheld 


occ Federal Power Commission order is- 
sued two years ago reducing wholesale 
natural gas rates for Denver and vicinity by 
$1,098,000 a year and reducing rates for other 
Colorado and Wyoming communities and the 
Natural Gas Pipeline Company of America, 
which serves Chicago, by an additional $967,- 
000 a year, was upheld in its entirety by the 
tenth Federal Circuit Court of Appeals on May 
16th. 

Judge Sam G. Bratton of Albuquerque _ 
wrote the opinion, in which Judges Waiter A. 
Huxman of Topeka and Alfred P. Murrah of 
Oklahoma City concurred. 

Attorneys for the companies which sought 
to upset the FPC order—the Colorado-Inter- 
state Gas Company, the Canadian River Gas 
Company, and the Colorado-Wyoming Gas 
Company—indicated no decision had been 
made on whether to petition the circuit court 


for a rehearing as a step toward appealing to 
the United States Supreme Court in event the 
rehearing should be denied. They had twenty 
days in which to file such a petition. 

As the decision was handed down, the Fed- 
eral Circuit Court was holding in escrow ap- 
proximately $4,180,000 of gas company rev- 
enues which had been impounded since the 
Federal Power Commission order was issued. 

If the wholesale gas companies should accept 
the decision, attorneys probably will be asked 
by the court to draw a decree disposing of the 
impounded funds either to distributing com- 
panies, such as the Public Service Company 
of Colorado, or directly to consumers. 

If the share, approximately $2,196,000, of 
Denver and vicinity in the $4,180,000 fund 
should be turned over to the Public Service 
Company, the company supposedly will have 
to work out some arrangement satisfactory to 
the city and the state public utilities commis- 
sion for corresponding refunds to consumers. 


e 
Idaho 


To Purchase Power Properties 


LECTRIC properties of the West Coast Power 
E Company in Idaho, serving fifteen com- 
munities in the southern and western parts of 
the state, will be purchased by Idaho Power 
Company, it was announced on May 18th by 
C. J. Strike, president and general manager 
of Idaho Power. Officials of the two com- 
panies have agreed to the basis of purchase and 
were reported working out details, including 
the examination of titles. 

The communities involved are Hailey, 
Ketchum, Beilevue, Carey, Gannett, Picabo, 
Richfield, Fairfield, Cascade, McCall, New 
= Council, Mesa, Cambridge, and Mid- 
vale. 

Mr. Strike said that actual transfer of the 
pronerties would take place approximately 
July Ist. 

“A part of the territory involved in the ac- 
quisition is now interconnected and served at 
wholesale from the Idaho Power Company 
system,” he pointed out. “Additional intercon- 
nections will be made whereby all the terri- 
tory will become a part of the system. Coin- 
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cident with the acquisition, Idaho Power’s uni- 
form rates will be established in the new terri- 
tory, which will result in substantial savings 
to the customers of the West Coast Company.” 

Present employees of West Coast Power 
Company operating in Idaho would be offered 
the opportunity of joining the Idaho Power 
organization, Strike added. 

Simultaneously he announced completion of 
negotiations providing for the refunding of 
the outstanding $6,058,700 of Idaho Power 
Company 7 per cent and $6 preferred stocks by 
the issuance of a new 4 per cent preferred stock 
series in like amount. The plan, which is sub- 
ject to stockholders’ approval at a special 
meeting called for June 23rd and to approval 
of regulatory authorities, would result in an- 
nual savings to the company of approximately 
$129,000. 

“Assuming the successful consummation of 
preferred stock refunding, the company pro- 
poses a reduction in electric rates, effective 
September 1, 1944, of approximately $300,000 
in annual savings to our customers,” Strike 
explained. “The details of the reduction and 
its applicability to the various schedules are 
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now being studied and worked out with the 
public utilities commission of Idaho and the 
public utilities commissioner of Oregon, the 
regulatory authorities having jurisdiction.” 

J. D. Rigney, chairman of the Idaho com- 
mission, pointed out that during the past ten 


years Idaho Power Company has voluntarily 
reduced its rates ten times, and the calculated 
cumulative effect of these reductions exceeds 
$1,000,000 per year. Mr. Rigney further stated 
that at no time during this period has the com. 
pany requested an increase in rates. 


e 
Michigan 


Profits Not Rate-making Factor 


HE Michigan Supreme Court last month in 

effect told the state public service commis- 
sion that earnings of public utilities subject to 
excess profits taxes should be taken into con- 
sideration in its rate-making policies. 

The decision was interpreted to mean that in 
balancing investor and public interest, the state 
commission should permit rates only high 
enough to cover operating and nonoperating 
expenses that cannot be reduced and leave a 
fair margin for stockholders. Excess profits 
taxes apparently are placed in the category of 
expenses that can be reduced by lower rates 


and which should not be considered by the com- ° 


mission in establishing fair rates for utilities. 

The court ruling reversed the commission’s 
findings in a case initiated by the city of De- 
troit in 1942 to force a reduction in rates 
charged by Detroit Edison Company. The 
city had claimed then that Detroit Edison 
rates should be cut so the company would not 
have to pay excess profits taxes of approxi- 


mately $8,200,000. Detroit attorneys urged 
then that rates which made payment of excess 
profits taxes necessary were too high. 

The state commission ruled that it had no 
authority to exclude any tax expense from the 
company’s operating expenses. 

While the court’s ruling apparently makes it 
possible for Detroit to renew its attempt to 
gain for customers rates sufficiently low to 
eliminate the company’s liability for payment 
of excess profits taxes, city officials have not 
yet decided whether to move in this direction 
or to await court determination of the legality 
of the 20 per cent excise tax on gross revenues 
of local privately owned utilities. Such an ex- 
cise tax was imposed by a municipal ordinance 
adopted last December. Later several smaller 
municipalities in. the area served by Detroit 
Edison and other public utilities passed simi- 
lar ordinances. 

Legality of the excise tax, which is being 
contested by the company, was expected to be 
ruled on in Wayne County Circuit Court some 
time before the end of May. 


Mississippi 
order,” Mr. Kendall said. 


is without authority either to approve or dis- 
approve these partitions; the sufficiency or in- 


Bus Segregation Law Explained 


HE state attorney general last month said 

that the 1944 statute relative to segregation 
of the races on busses determined the type of 
partition and that the state public service com- 
mission had no jurisdiction over it. 

Curtis A. Gober, secretary of the commis- 
sion, requested the ruling after bus companies 
had sought of the commission approval of uni- 
form partition. 

James T. Kendall, assistant attorney gen- 
eral, advised that the “act in question clearly 
specifies the type of partition required in pas- 
senger busses for the separation of the races.” 

“The act is self-executing and nothing can be 
added to or taken away by an administrative 


“The commission 


sufficiency of such partitions is to be de- 
termined solely by the provisions of the 
statute.” 

“Under these circumstances, if the commis- 
sion assumed authority to approve any specific 
appliance as being sufficient, I do not think 
their approval would afford any protection to 
a common-carrier if, in fact, the particular ap- 
pliance being utilized is. insufficient to comply 
with the statute,” the assistant attorney general 
said. The 1944 act requires use of a movable 
lattice partition to separate accommodations 
for the races, except in cases of city bus lines 
where a small metal sign may be used. 


eR 
Nebraska 


City Favors Purchase 


fe avonaniz: reaction to the city of Lincoln’s 


proposal to ask for a meeting with the 
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directors of the Consumers Public Power Dis- 
trict, with a view of procuring a price on the 
district’s Lincoln distribution system, was ré- 
ported to Mayor Marti recently. 
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The city council on May 8th unanimously 
adopted a resolution for such purchase and 
the mayor appointed a committee to meet with 
Consumers to discuss the matter. Stanley 
Maly, chairman of the special committee ap- 
pointed by the mayor, has as his colleagues L. 
H. deBrown and Lester Dunn. These men, it 
was said, are not rated as politically minded. 

“T am directed,” said Maly, “to write Phil 
Hockenberger, president of the Consumers 
hoard, to request a meeting between our com- 
mittee and representatives of the board at the 
earliest possible date. The idea is to get pur- 
chase negotiations started soon.” 

The mayor received credit for having picked 
an excellent committee personnel. Mr. Maly 
instigated, in the council, the move to purchase. 

If agreement on purchase price can be 
reached without unreasonable delay, it is pos- 
sibie that a bond issue may be submitted at the 
November election. 

The resolution adopted by the council set 
forth, among other things, that purchase by the 
city will result in saving of critical war ma- 
terials and man power, that local control will 
mean a more satisfactory, efficient, and de- 
pendable service and will mean substantial 
savings to users of electricity in Lincoln, 

As to the matter of payments “in lieu” of 
tax, the mayor set forth that the city plant 
pays 5 per cent on gross revenue with the state 
and its subdivisions participating, even to the 
sanitary district. He stated that this is more, 
in a percentage way, than Consumers pays “in 
lieu.” 


Hits Pay Raise 


pra that the proposed 74-cent pay raise 
offered to striking members of the Inter- 
national Brotherhood of Electrical Workers in 
Lincoln was a “further hike of the Little Steel 
formula” and that they could not afford to go 
above that figure without “endangering the 
financial condition of the Loup District,” mem- 
bers of the Loup District board of directors 
drafted and sent a wire to Governor Griswold 
on May 14th after a meeting at Columbus that 
day, which stated in part: 

“We acknowledge with thanks your telegram 
of Saturday suggesting a method of settlement 
of the strike of union electrical workers 
against the public power and irrigation dis- 
tricts, outstanding feature of which was a raise 
of 10 cents per hour. Our first proposal as to 
wage increase was 5 cents an hour which was 
an amount we all thought fair and justifiable. 
According to the ‘Little Steel formula’ of the 
War Labor Board, wage increases on base pay 
are to equal 15 per cent over January 1, 1941, 
to meet the rising cost of living since Pearl 
Harbor and at the same time prevent inflation- 
ary and spiral raises... . 

“We must all bear in mind that any increase 
comes from users of electricity and irrigation 
waters. We cannot raise these because of long- 
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time power contracts and established irrigation 
water charges. We have no powers of taxation 
to supplement our revenues. We are not like a 
cost plus war-time concern, with the govern- 
seat through all of the taxpayers, footing the 

iil, 

“We must advise you that we cannot afford 
to go beyond our 74 cents per hour increase, 
which, incidentally, we have made effective as 
of May Ist, without endangering the financial 
condition of the Loup District.” 

The boards of directors of the hydros and 
the Consumers Public Power District refused 
to accept the offer of the striking members of 
the unions to permit Governor Griswold to 
arbitrate their differences. They did not ob- 
ject to the governor as an arbiter, but took 
the position that having been given by the 
supreme court the status of a governmental 
subdivision of the state they cannot delegate to 
anyone, even to the head of the state itself, 
“their duties and authority in matters of policy 
and operation without being advised in ad- 
vance what these provisions contain.” 

On May 16th it was announced by President 
Claude Miller that as far as the Central Ne- 
braska (Tri-County) Public Power and Irri- 
gation District was concerned the public power 
strike was over and the striking employees in 
that district would not be rehired. The Tri- 
County president asserted “practically all’? the 
district’s 206 employees are members of the 
International Brotherhood of Electrical Work- 
ers (AFL) which called the strike, but that 
only eight men, or 4 per cent of the operating 
employees, went out on strike. 

At the same time it was disclosed that all 
districts had voted to grant the 73-cent-an-hour 
increase and that Consumers Public Power 
District, Platte Valley Public Power and Irri- 
gation District, and Loup Public Power Dis- 
trict had sent registered letters asking striking 
employees to return to work. 

Officials of the four districts involved in the 
strike reported on May 17th that approximately 
46 per cent of the estimated 223 men who 
walked out fourteen days previously had re- 
turned to work while others had been given 
releases to take jobs elsewhere or had not been 
invited to return. 


Revenues of Hydros 


ba! beeen three large hydros, the Loup 
River, Platte Valley, and Central Ne- 
braska (Tri-County), operating as the Ne- 
braska public power system, had operating 
revenues in 1943 amounting to $2,623,927, a re- 
cent audit revealed. The total revenues of the 
three districts were pooled and then distributed 
among the three on the basis of their operating 
contract. 

The Central Nebraska received the largest 
share, $1,316,004; the Loup; $708,012; and the 
Platte Valley, $600,911. The revenues are pro- 
rated on the basis of total indebtedness. Under 
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the operating budget agreement the Loup Dis- 
trict receives 30.1 per cent of the total operat- 
ing revenues; the Platte, 24.2 per cent; and 
Central Nebraska, 45.7 per cent. After this has 
been paid the districts share in the balance on 
this basis: 25.63 per cent to the Loup, 22.23 
per cent to the Platte Valley, and 52.04 per 


cent to the Central Nebraska (Tri-County), 

Of the total revenues received by all three 
the sale of electricity accounted for $2,390,746 
of which $1,127,739 represented sales to Con. 
sumers. There was $49,460 from operation of 
steam plants and $184,721 from sale of irriga- 
tion water. 


Sa 
New York 


Utility Valuation Set 


HE state public service commission recently 

established the original cost of the prop- 
erty of the Lockport & Newfane Power & 
Water Supply Company at $1,080,799 and 
ordered $123,054 written off the company’s 
plant accounts. 

The amount, the commission said, is to be 
charged to the earned surplus of the utility, a 
unit of the Niagara Hudson Power system. 

The Niagara, Lockport & Ontario Power 
Company, another of the system companies, 
also was directed by the commission to elimi- 
nate $4,704,000 of original property cost from 
its books. 


Win Pension Vote 


TOCKHOLDERS of the Consolidated Edison 
Company of New York engaged the man- 
agement in lively discussion at their annual 
meeting last month over pensions paid top- 
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ranking officials. When votes were tabulated, 
however, a proposal to limit pensions to $6,000 
annually was defeated, 7,339,406 to 852,257, 

Five hundred shareholders gathered at the 
company’s headquarters in New York city. The 
affair was in marked contrast to the meeting 
last year, although it lasted nearly as long, 
— at 2:30 p.m. and ending three hours 
ater. 

Most of the time was consumed in stock- 
holder discussion of the pension setup. Criti- 
cism also was directed at the company’s fees 
for legal services and a remuneration of cer- 
tain trustees as directors’ fees. 

The maximum pension figure for the sys- 
tem’s employees, set by the board of trustees, 
is currently $15,000 a year. The management 
said in the proxy notice that requiring stock- 
holder approval for pensions paid to execu- 
tives earning $25,000 a year or more, as adopt- 
ed in 1939, served no useful purpose, since the 
top pension figure, regardless of earnings, 
would be $15,000. 


Oregon 


PGE Obtains Right to Deal 


HE way has been cleared in Federal court 

for the Portland General Electric Com- 
pany to negotiate with Public Utilities Com- 
missioner George W. Flagg on postponing rate 
structure changes, now a subject of litigation, 
until a later date, but granting some $750,000 
in rebates to customers of Portland General 
Electric. 

Federal Judge James Alger Fee suspended 
his restraining order of December 15, 1943, 
which had barred the utility from any collabo- 
ration with the utilities commission respecting 
general electric power and light rates for Port- 
land and other incorporated communities on 
the PGE system. 
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The court action was expected to be fol- 
lowed by conferences between PGE officials 
and Flagg on a proposal that the utility con- 
tinue, at least during 1944, its existing rates, 
but grant some $750,000 in credits or rebates 
to its customers. 

The rate dividend proposal was similar to 
one effected recently by the Pacific Power & 
Light Company, understood to have met with 
the approval of Flagg and the Washington 
state public utilities commission, 

Litigation pending before the Oregon 
Supreme Court, opposing Flagg’s order to re- 
duce rates without a hearing, would be dis- 
missed under the new proposal, as would other 
general rate proceedings pending before Com- 
missioner Flagg. 


Pennsylvania 


Carries Fight to Higher Court 


HE state public utility commission on May 
18th carried to the state supreme court its 
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fight to retain rate-making functions. The com- 
mission petitioned the high judiciary for per- 
mission to appeal a superior court decision in 
the Philadelphia Transportation Company 
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Case on grounds that the ruling was “uncon- 
stitutional” and represented ‘“‘an unlawful pre- 
émption of jurisdictional power.” 

The superior court had allowed PTC to earn 
a 6¢ per cent return on a rate base of $93,000,- 
000 in face of the commission’s findings that 
the company was entitled only to a 6 per cent 
profit based on $77,000,000 of valuation. 

If the superior court’s formula were allowed 
to stand, the commission said in its petition, it 
would be forced to allow the transportation 
company to hike its rates, even though “the 
utility itself disclaims any present necessity for 
increased rates.” 

The Philadelphia Transportation Company 
capitulated last month to the OPA’s demand 
for return of 3,024 red and blue food ration 
tokens. They were deposited in subway-ele- 


vated turnstiles by riders instead of the 74- 
cent metal PTC tokens, a total loss of $226.80. 

On advice of its attorneys, PTC for a long 
time ignored demands for return of the tokens 
made by William M. Griest, district OPA ra- 
tioning chief. 

On May 17th Griest received the tokens 
from the company and also a letter from 
Arthur N. Hinkle, company treasurer. Griest 
explained that since April 26th—when nation- 
wide publicity was given to the matter—there 
was an increase in the use of the ration discs 
for carfare. The virtual end of meat rationing 
early last month played a part in the increase. 
Of the 3,024 total, 780 were red tokens. 

Hinkle said no further trouble was expected 
since PTC had instalied devices in its 85 turn- 
stiles which will reject the fiber tokens. 


Texas 


To Buy Denison Dam Power 


HE Texas Power & Light Company will 

buy the bulk of primary power generated 
at the Denison dam on the Red river in north- 
ern Texas for the duration of the war, under 
a contract announced by Douglas G. Wright, 
southwestern power administrator. 

Mr. Wright said 120,000,000 kilowatt hours 
of primary energy a year would be delivered 
to the company at a cost of $690,000, leaving 
a balance of 20,000,000 kilowatt hours for sale 
to Oklahoma consumers. 


Under the contract, Texas Power & Light 
agreed to reduce electric rates to its consum- 
ers by $400,000 a year and to continue in effect 
during the term of the contract a discount now 
granted to rural electrification projects. 

The contract has been approved by Secretary 
of Interior Ickes, Mr. Wright said, but the 
rates must be scanned by the Federal Power 
Commission before becoming effective. 

The $50,000,000 Denison dam was completed 
early this year and engineers were recently re- 
ported testing the generating equipment pre- 
paratory to the beginning of power production. 


Vermont 


Minimum Charges Revised 


AN. plan, in the nature of a downward re- 
vision of minimum charges, under which 
tural lines will be constructed has been filed 
with the state public service commission by 
five Vermont electric utility companies, it was 
announced on May 19th by Fletcher Plumley, 
chairman of the commission. 

The supplemental schedules filed with the 
commission by the Central Vermont Public 
Service Corporation, the Green Mountain 
Power Company, the Newport electric di- 
vision of Citizens Utilities Company, Public 
Electric Light Company, and the Woodstock 
Electric Company, to be effective July 1, 1944, 
will result in estimated savings to those rural 
customers now being served by these com- 
panies under existing rural line extension 
schedules of some $15,000 annually. 

The five companies which have filed serve 
75 per cent of the farms served by private 
companies in Vermont. 

The new schedules provide that effective on 
and after July 1, 1944, companies will extend 
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single-phase line into rural areas for a mini- 
mum charge of $2 per month where applicants 
average three per mile. Where the volume of 
business to be obtained warrants, the companies 
may extend a greater distance than 1,760 feet 
per customer. Initial contract will be for 5- 
year period. 

At present such line extensions are made on 
the basis of a guaranty of $18 per month per 
mile for a 5-year period, contrasted with the 
$6 per month per mile of the new minimum 
charge, after which the minimum is reduced 
by one-half, or to $2 per month, whichever is 
greater. 

Chairman Plumley stated that the commis- 
sion and the companies concurred in the belief 
that the revised plan would be of considerable 
benefit to the farm and rural areas of Vermont, 
that it wouid further the cause of rural electri- 
fication in the state, and subject to removal of 
present necessary war restrictions would hasten 
the day when every Vermont farm which can 
be served economically will be using electricity 
for more profitable business and more com- 
fortable living. 
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The Latest 
Utility Rulings 


Objections to Sale of Electric Property 
To Codperative Overruled 


ee Citizen’s Electric Company of 
Missouri was authorized by the 
state commission to sell its electric trans- 
mission and distribution lines, system, 
and equipment to the Laclede Electric 
Codperative on condition that the lat- 
ter shall have fully complied with the 
provisions of the Missouri statute re- 
lating to conversion into a cooperative 
nonprofit membership corporation. The 
public, in the opinion of the commission, 
would be benefited in many ways by this 
transaction. As stated by the commis- 
sion, 

Many operational advantages will result 
in the combining of the two distribution 
systems under one management and the 
present consumers of the seller will benefit 
by the lesser rates which are now offered 
by the purchaser. The purchaser upon the 
acquisition of the property plans to extend 
and serve many farmers in outlying dis- 
tricts. These farmers will have electric serv- 
ice brought to their farms for the first time. 
The funds for such new construction into 
the surrounding rural areas have already 
been allotted by the United States govern- 
ment and the lines will be built as soon as the 
materials become available. 


The record showed that the sale was 
in accordance with the wishes of the con- 
sumers of the seller, The purchase price 
was found to be reasonable. 

Although the Electric Codperative 
Act provides that the commission shall 
have no jurisdiction over the control of 
service, rates, financing, accounting, or 
management of a cooperative operating 
thereunder, the commission was of the 
opinion that it was authorized to inquire 
into the capital structure of the codpera- 
tive so that it might determine whether 
or not any injurious effect would result 
to the public. The capital structure of 
the codperative might be contrary to the 
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commission’s policy with respect to au- 
thorization of security issues by public 
utilities. The company would require a 
larger percentage of equity capital in 
comparison to total fixed debt. In this 
case, however, the purchaser was a non- 
profit codperative and controlled by its 
members. It did not propose to offer 
any securities to the public, and the 
shares of stock (having a par value of 
$5) had been and would be sold only to 
those applying for membership, and 
only one share would be sold to each 
member. The commission assumed that 
the United States government, which 
was loaning money for the project, was 
equipped to protect its own interests. 

Various companies had filed an inter- 
vening petition objecting to approval of 
the sale and had been permitted to par- 
ticipate. The commission noted that 
under the recent decision in State ex rel. 
Consumers Pub. Service Co. v. Public 
Service Commission, decided by the 
state supreme court, these interveners 
had not shown sufficient interest to per- 
mit them to intervene. Nevertheless the 
commission considered the evidence and 
statements and briefs filed. 

Neither seller nor purchaser was 
connected directly with the lines of the 
intervening companies. There were no 
contracts with any of them, although the 
seller did purchase power from the 
Missouri Electric Power Company, 
which in turn had a contract to purchase 
some power from one of the interveners. 
None of the interveners owned stock, 
bonds, or other securities of either of the 
applicants. None of them served any 
area or customer within or near the sell- 
er’s distribution system, They made no 
showing that the acquisition would have 
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them. Re Citizen’s Electric Co. of 


any effect upon the operation of any 
Missouri (Case No. 10,370). 


system owned and controlled by any of 


& 


Service Charge Based on Connected Load Viewed 
As Discriminatory 


UTHORITY to revise power rates was 

granted by the Wisconsin commis- 
sion to a utility having in effect a de- 
mand and energy type industrial power 
rate applicable to customers having de- 
mands of 50 kilowatts or more, while 
various block rates applied to customers 
with smaller loads, except in one munici- 
pality where the small power customer 
was billed on an hour’s use rate plus a 
service charge based on connected load. 
This particular rate, which had been in 
effect since 1913, said the commission, is 
a type of rate that lends itself to dis- 
crimination. 

Utility representatives testified that 
one customer was billed on the basis of 
49.75 horsepower, whereas the correct 
connected load was 80 horsepower. 
Newer customers were billed under this 


rate on the basis of a correct load count. 
In the absence of frequent periodic load 
counts, the commission continued, dis- 


crimination of this nature is likely to en- 
sue, where the rate is based on connected 


load. The proposed change would result 
in some increases and some decreases in 
rates. None of the increases, except in 
the case of a customer now out of busi- 
ness, would amount to as much as $40, 
but in a few instances they would repre- 
sent an increase of nearly 50 per cent of 
the customer’s bill. While this substan- 
tial increase could not be considered un- 
important, it seemed necessary in order 
to accomplish a desirable improvement 
in rate structure and to remove existing 
discrimination resulting from the type 
of rate schedule in effect. Re Interstate 
Power Co. (2-U-1957). 


7 


Potential Earnings a Basis for Common 
Stock Participation 


HE United States Circuit Court of 

Appeals, Third Circuit, has af- 
firmed the district court decision in Se- 
curities and Exchange Commission v. 
United Light & P. Co. (1943) 51 
PUR(NS) 235, which upheld the com- 
mission decision in (1943) 49 PUR 
(NS) 8, approving as fair and equitable 
a plan to effect the dissolution of a hold- 
ing company to comply with the pro- 
visions of § 11(b)(2) of the Holding 
Company Act. Objections related pri- 
marily to participation by common stock- 
holders. 

It was conceded that upon dissolution 
or liquidation the preferred stock would 
have a principal claim of $60,000,000 
and that accumulated unpaid dividends 
amounted to $38,700,000. It was also con- 
ceded that the present value of company 
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assets did not amount to $98,700,000. 

The financial affairs of the holding 
company were such that it would not be 
forced to liquidate apart from the neces- 
sity of complying with the provisions of 
the Holding Company Act. The court 
held that the rights of security holders 
were to be weighed as exactly as the cir- 
cumstances permitted. Each security 
holder must be compensated as exactly 
as he could be for that which he was giv- 
ing up. When the values of preferred 
stockholders’ rights are transmuted into 
their equitable equivalents, it was said, 
the plan must be deemed to be fair and 
equitable. The commission had capital- 
ized the chances of the common stock- 
holders to receive some value for their 
present interest in a going system. 

An owner of preferred stock of a hold- 
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ing company, the court further held, may 
intervene in a proceeding before the dis- 
trict court to enforce and carry out a 
simplification plan although the stock- 
holder did not appear in the proceedings 
before the commission. The proceeding 
before the district court, it was said, can- 
not be deemed to be a summary one. 
Stockholders whose rights are affected 


HE Pennsylvania Superior Court 

disapproved a commission valua- 
tion of transportation properties [in 
(1942) 45 PUR(NS)257], where the 
commission in a reorganization proceed- 
ing had fixed the fair value in support of 
corporate securities at a substantially 
higher amount. Reproduction cost was 
considered by the court as “still an im- 
portant and essential element entering 
into an adjudication of fair value in 
Pennsylvania.” (See also page 784.) 

In the course of hearings before the 
commission it developed that higher fares 
were not necessary because of increases 
in earnings after the tariffs were filed. 
The proceeding had nevertheless con- 
tinued as an investigation to determine 
fair value and permissible rate of return. 
Although the court was not in entire ac- 
cord with the conclusions of the commis- 
sion, its order did not authorize increased 
fares or disturb the present schedules of 
charges. 

The court was not in accord with the 
commission in the emphasis which it 
placed on original cost and its failure to 
give proper weight to reproduction cost. 
The amount of depreciation charged 
against each of these estimates was held 
to be excessive. 

The finding in the reorganization case 
was not considered res adjudicata. The 
commission had stated and the company 
had agreed that the value found should 
not be binding in any other proceeding 
or for any other purpose. But, said the 
court, the final order in that proceeding, 
about three years prior to the date upon 
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have a right to be heard. Moreover, a pre- 
ferred stockholder, although not appear- 
ing in proceedings before the commis- 
sion, and raising no objection to the 
liquidation plan, has a right to appeal 
from the district court judgment ap. 
proving the plan. Securities and Ex. 
change Commission v. United Light & 
Power Co. 


e 


Fair Value Rate Base Related to 
Reproduction Cost 


which fair value was determined in the 
present case, had a bearing on the reason- 
ableness of the latter order. The evidence 
was that in the interval the position of 
the company was improved. 

The order establishing fair value, said 
the court, suggested that the commission 
might be too thoroughly resigned to the 
fact that street railway transportation 
is a “dying art.” But it is no valid argu- 
ment, the court continued, because its 
property in the future may be worth less, 
that present values should be discounted 
to meet that possible contingency. Deal- 
ing inadequately with the company will 
strengthen the forces of dissolution. So 
long as the service is essential and cannot 
be replaced, the interests of the public 
would seem to indicate the wisdom of 
allowing a reasonable return on a fair 
valuation to perpetuate the service rather 
than to hasten its end. 

Market value of securities is an ele- 
ment to be considered, but it may be im- 
portant or negligible according to the cir- 
cumstances. In the present case the mar- 
ket value of securities might be evidence 
of too low a valuation. More likely, said 
the court, the market reflected the risks 
involved and the prejudice of investors 
against this class of securities because of 
their speculative character in the light of 
an uncertain future. The commission, 
said the court, should have disregarded 
market value of securities, 

Little weight was given to book cost 
or original cost. It was said to be idie to 
assume that there had been no great 
changes in cost levels since 1857 and 
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during subsequent years when the items 
of property were acquired. In the ab- 
gnce of adjustments of original or his- 
torical costs to determine present value as 
of the date in question, the commission’s 
fnding was said to be entitled to little 
consideration as a determining element. 


The action of the commission in dis- 
allowing paving cost was disapproved. 
The commission had allowed 6 per cent 
return, but the court held that 63 per 
cent was a reasonable return. Philadel- 
phia Transportation Co. v. Public Util- 
ity Commission. 


e 


Competing Service on Highway 


affirmed its decision in United Par- 
cel Service v. Public Service Commis- 
sion (1942) 240 Wis 603, 44 PUR(NS) 
438, 4 NW(2d) 138, 5 NW(2d) 635, 
that the only evidence which the com- 
mission should consider in arriving at 
its decision on an application for operat- 
ing authority ‘is the effect of proposed 
operations upon congestion of the high- 
ways and the service of common motor 
carriers and of steam and electric rail- 
ways. 


TS Wisconsin Supreme Court re- 


It was said that if there is a reasonable 
need apparent for the use of the service 
and if the common carrier is not unduly 
interfered with nor the public highways 
unduly burdened, a case of convenience 
and necessity exists. Therefore, it was 
held, an order of the commission deny- 
ing an application to amend a contract 
motor carrier license was properly re- 
versed by a lower court. Farmers Co- 
Operative Equity Union Shipping Asso. 
et al. v. Public Service Commission, 13 
NW (2d) 507. 


- 


State Law Governing Position of Baggage Cars 
On Interstate Trains Upheld 


gene law making it unlawful to 
carry baggage cars on the rear of 
passenger trains has been upheld by the 
Missouri commission. First of all, the 
commission held that the statute had in 
no manner been repealed, superseded, or 
rendered invalid by the enactment of the 
Public Service Commission Law. 

Federal regulation of this particular 
subject was investigated by the commis- 
sion, which said that if the operation of 
carrying a baggage car on the rear of 
an interstate passenger train was covered 
or condemned by Congress in the Safe- 
ty Appliance Act, or if the orders of the 
Interstate Commerce Commission made 
pursuant thereto had done so, then the 
state commission would be without power 
or jurisdiction to make any effective or- 
der in the particular case. Diligent search 
uncovered no Federal regulation of the 
subject matter. The commission said: 

A perusual of these cases will convince the 
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reader that, absent congressional entry in the 
particular field, state regulatory laws will be 
upheld on the particular subject regardless 
of their effect upon interstate commerce, and 
although the operation of such state laws 
may burden or impede interstate commerce. 
Upon such high authority, we are obliged 
to hold that although the running time of 
this interstate train will be increased some 
twelve to fifteen minutes between St. Louis 
and Denver, if this baggage car must be car- 
ried forward in this train rather than on the 
rear, that does not so burden or impede in- 
terstate commerce as to nullify the provi- 
sions of said § 5212. 


In conclusion, the commission said 
that the question of whether or not the 
carrying of the baggage car on the rear 
end of the passenger train was safe or 
unsafe was not material to the validity 
of the statute and that it must, in the 
performance of its duty, accept the pro- 
visions as written. Brotherhood of Rail- 
road Trainmen v. Missouri Pacific Rail- 
road Co. (Case No. 10,377). 
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Other Important Rulings 


HE New York commission, in an 

original cost determination, ordered 
the write-off of property retired, pay- 
ments to an affiliated construction com- 
pany, land write-ups, arbitrary percent- 
age overheads during construction, un- 
supported fees charged by affiliates, and 
improper amounts carried for organiza- 
tion expenses. A contention that the ac- 
counting rules prescribed by the commis- 
sion were “wreaking havoc” upon the 
company’s balance sheet was met with the 
statement that there was no proposal to 
impair the company’s capital, but rather 
only to have it correctly stated. Re Niag- 
ara, Lockport & Ontario Power Co. 


The Supreme Court held that on an 
application by a motor carrier for a cer- 
tificate of convenience and necessity the 
Interstate Commerce Commission may, 
on finding need for such service, au- 
thorize service to intermediate points not 
asked for by the applicant, in view of 
the provisions of § 208(a) of the Inter- 
state Commerce Act relating to reason- 
able terms, conditions, and limitations. 
Chicago, St. Paul, Minneapolis & 
Omaha Railway Co. et al. v. United 
States et all. 


The Supreme Court of the United 
States held that an order of the Inter- 
state Commerce Commission prohibiting 
the elimination from a railroad tariff of 
charges for spotting freight cars in an 
industrial plant need not be predicated 
upon a comparison of the conditions at 
that plant with those at competing plants 
but may properly be supported solely by 
evidence of conditions at that particular 
plant. United States et al. v. Wabash 
Railroad Co. et al. 


The towing of vessels between points 
in the same state, where part of the move- 
ment is in territorial waters of a neigh- 
boring state, is held by the Supreme 
Court to be subject to Federal regula- 
tion as interstate commerce, in a case 


where a finding that a tugboat operator 
offering to perform towing service for 
the public in general was a common car. 
rier rather than a contract carrier under 
the Interstate Commerce Act. Cornell 
Steamboat Co. v. United States et al. 


The Washington Department of Pub- 
lic Service held that common carriers of 
logs may not refuse to haul for log ship- 
pers on the sole ground that such ship- 
pers objected to paying increased rates 
which the carriers demanded, when such 
increased rates had not previously been 
filed with the commission. Department 
of Public Service v. Thayer et al. (Or- 
der MV No. 40434, Hearing No. 
3167). 


The department of public service of 
Washington has held that it may not con- 
sider the effect of the abandonment of 
railway passenger service upon real es- 
tate values in the area affected, in pass- 
ing upon an application for authority to 
discontinue such service. Department of 
Public Service ex rel. Yelm et al. v. 
Northern Pacific R. Co. (Cause No. FH- 
7734). 


The Minnesota commission held that, 
discontinuance of a station agency should 
not be granted on the basis of temporary 
conditions which are obviously the result 
of the war and which are in no sense of 
permanent duration, particularly where 
the entire railway system is more than 
making up at other stations, because of 
a war-time dislocation of business, what tt 
may be short at a few stations because of 
the same temporary conditions. Re Roth 
(A-4638). 


The Missouri commission held that it 
does not have jurisdiction to assess the 
cost of protecting a railroad grade cross- 
ing against bus companies traveling over 
such grade crossing. Public Service Com- 
mission v. Wabash Railroad Co. et al. 
(Case Nos. 10,420, 10,421). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 


JUNE 8, 1944 


790 








PREPRINTED FROM 


Public Otilttres 
‘Reports 


COMPRISING THE DECISIONS, ORDERS, AND 
RECOMMENDATIONS OF COURTS AND COMMISSIONS 


VoLtuME 53 PUR(NS) NuMBER 2 


Points of Special Interest 


SuBjEct 

Accounting for acquisition cost - - 
Accounting for intercompany profits - 
Scope of Federal Power Act - - - 
Merger of power companies - - - 
Relocation of telegraph poles and wires 
Service denial for delinquent payment - 
Going value allowance - - - - 
Time limitation for rehearing - : 
Rate increase offsetting wage increase - 
Excess profits taxes affecting rate reduction 
Bimonthly meter readings - - - 
Return of natural gas company - - 
License requirements for butane gas service 





These reports are published annually in five bound volumes, with an Annual 
Digest. The volumes are $6.00 each; the Annual Digest $5.00. A year’s 
subscription to Pusiic UTiLities ForTNIGHTLY, when taken in combination 
with a subscription to the Reports, is $10.00. 


791 JUNE 8, 1944 








Titles and Index 





TITLES 


Alabama Power Co., Re 
Green’s Fuel of Florida, Re 


Lake Superior Dist. Power Co. v. Public Service Commission 


(WisSupCt) 


Lewistown Transp. Co., Public Utility Commission v, ........cecsececccececeeeers (Pa) 


Northern Pennsylvania Power Co., 


Caro’'v. ... 


Ter rte ee nee (Pa) 


Peoples Nat. ‘Gas Co., Public UGality: Commission vi. is ccc ces osc ss ods Secs eesmenes (Pa) 


Postal Teleg.-Cable Co. v. Public Utility Commission 


Rosen, Re 

Springfield Gas & E. Co., 
Virginia Electric & Power Co., Re 
Western Colorado Power Co., Re 


Accounting—acquisition cost, 65 ; disposition of 
write-up, 65; intercompany profit, 65. 


Certificates of convenience and necessity—bu- 
tane gas service, 123. 


Commission—action through agent, 86. 


Consolidation, merger, and sale—necessity of 
authorization, 70; merger of power com- 
panies, 70 


Construction and equipment—jurisdiction of 
Commission, 76; relocation of facilities, 76. 


Depreciation—charges to reserve, 95. 
Discrimination—rates, 95. 


Expenses—expenses of other departments, 95. 


JUNE 8, 1944 


(PaSuperCt) 


Pubic: Service Comanssion Vs sie ees vic tana vce skeen (Mo) 


(FedPC) 
(FedPC) 


Interstate commerce—scope of Federal Power 
Act, 70. 

Payment—bimonthly meter readings, 107; 
service denial for delinquency, 83. 


Procedure—grounds for rehearing, 91; time 
limitation for rehearing, 91. 

Public utilities—butane gas service, 123. 

Rates—cost of service, 93; excess profits tax 


factor, 95; reasonableness, 95; retroactive 
wage increases, 93; temporary increase, 93. 


Return—natural gas utility, 110; reasonable- 
ness, 95 


Valuation—going value allowance, 86; mu- 
nicipal acquisition purposes, 86; rate base 
determination, 110. 





RE THE WESTERN COLORADO POWER CO. 


FEDERAL POWER COMMISSION 


Re The Western Colorado Power 
Company 


Opinion No. 111, Docket No. IT-5879 
April 4, 1944 


ROCEEDING under Federal Power Act relating to account- 
ra entries; accounting entries prescribed. 


Accounting, § 32 — Acquisition cost — Excess over cost to affiliate. 
1. Excess of recorded cost of acquired properties over cost to affiliated 
transferors is a write-up and not properly chargeable to plant account, but 
should be classified in Account 107, Electric Plant Adjustments, pending 
disposition, p. 66. 


Accounting, § 56 — Write-up in excess of cost. 
2. The amount recorded by a power company in excess of the actual cost 
to the company of properties acquired represents a “write-up” and should 
be err in Account 107, Electric Plant Adjustments, pending disposi- 
tion, p. 67. 


Accounting, § 32 — Acquisition cost — Capitalized deficits. 
3. Capitalization of an operating deficit, as the result of acquisition of 
property from a subsidiary and assumption of that company’s indebtedness, 
is erroneous, and the amount of the deficit should be classified in Account 
107, Electric Plant Adjustments, pending disposition, p. 68. 


Accounting, § 24.1 — intercompany profit — Construction fees. 
4. Fees paid by a power company to an affiliated construction company and 
representing profits to the affiliate do not represent cost of plant and should 
be classified in Account 107, Electric Plant Adjustments, pending disposi- 
tion, p. 68. 


Accounting, § 32 — Disposition of write-up — Excess over property cost. 
5. Write-ups representing excess purchase price paid to an affiliate over 
actual cost of property, classified, pending disposition, in Account 107, Elec- 
tric Plant Adjustments, should be disposed of by an immediate charge to 
Account 271, Earned Surplus, or Account 270, Capital Surplus, provided 
the latter is created for that purpose, p. 68. 

Accounting, § 32 — Disposition of write-up — Capitalized deficit. 
6. An operating deficit erroneously capitalized in plant account, classified 
pending disposition in Account 107, Electric Plant Adjustments, was re- 
quired to be disposed of by an immediate charge to Account 271, Earned 
Surplus, p. 68. 

Accounting, § 24.1 — Disposition of write-up — Intercompany profit. 
7, The amount of fees paid to an affiliate representing intercompany profits, 
classified pending disposition in Account 107, Electric Plant Adjustments, 
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was required to be disposed of 
Earned Surplus, p. 68. 


by an immediate charge to Account 27] 


Accounting, § 56 — Disposition of write-up — Evidence of reproduction cost. 
8. Evidence of reproduction cost of property should be rejected as irreleyan 
and immaterial in a proceeding relating to the disposition of write-ups 


excess of property cost, p. 68. 


APPEARANCES: George Corey, 
Esq., Salt Lake City, Utah, for the 
Western Colorado Power Company; 
Charles V. Shannon, General Coun- 
sel, and Reuben Goldberg, for the 
Federal Power Commission. 


By the Commission: This pro- 
ceeding arises under the Federal Pow- 
er Act and relates to accounting en- 
tries which should be made by The 
Western Colorado Power Company 
(Colorado) pursuant to our Uniform 
System of Accounts for Public Util- 
ities and Licensees, particularly Elec- 
tric Plant Instruction 2-D thereof 
and our order of May 11, 1937, relat- 
ing thereto. 

On July 12, 1940, Colorado filed 
its reclassification and original cost 
studies of electric plant with this 
Commission. A review of these 
studies by our staff disclosed de- 
ficiencies therein which were called to 
the attention of Colorado. 

Following submission of revised 
studies on July 19, 1943, confer- 
ences were held between our staff and 
representatives of the company, re- 
sulting in a stipulation, dated Janu- 
ary 24, 1944, and subject to our ap- 
proval, with respect to the facts per- 
tinent to the issues in this matter. The 


> 


stipulation recites that the facts con 
tained therein shall be accepted “: 
though the Commission had held ; 
hearing on the issues raised by the 
staffs’ ‘recommendations and wit 
nesses had been called, sworn, ex 
amined and testified thereto at suc 
hearing.” 

The principal issues thus presented 
for our decision relate to the appro 
priate classification and disposition of 
the excess of recorded cost ovet 
original cost resulting from transfers 
of property, and of profits paid by 
Colorado to an affiliated constructior 
company. 


Classification of Excess of Recordet 
Cost over Original Cost Arising i 
Transfers of Property to Colorade 


[1] Pursuant to an agreement 
dated March 21, 1913, between Uta 
Power & Light Company (Utah 
and its wholly owned subsidiary, Col 
orado, the properties of the paren 
company located in the state of Cal 
orado were transferred to the sul 


sidiary. At the same time, Uta 
caused three other wholly owned sub 
sidiaries? to convey all of their pro 
erties and net assets to Colorado 
Colorado recorded these properties 0 
its books at $6,450,000.* 





1These were San Juan Water & Power 
Company, Durango Gas & Electric Company, 
and Telluride Electric Light Company. 

2This amount does not include $250,000, 
representing a Reconstruction Reserve created 
by a charge to Plant Account, hereinafter 
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discussed. Colorado, in return for these prop 
erties, issued the following securities to Utah 


First mortage 5% Bonds 
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the transfer to Colorado, these prop- 
eties had been acquired by Electric 
Bond and Share Company (Bond and 
Share) and Utah Securities Corpora- 
tion, its subsidiary, at a cash cost of 
$2,286,696.87, and Utah Company 
has incurred miscellaneous acquisi- 
tion costs of $4,493.57 in connection 
with these properties, bringing the ag- 
oregate cash cost to $2,291,190.44. 
Thus, the $6,450,000 recorded by 
Colorado on its books exceeded the 
cash cost to Bond and Share and its 
subsidiaries by the stipulated amount 
of $4,158,809.56. 

Colorado contends that all of this 
excess represents “cost” within the 
meaning of that term as used in the 
Uniform System of Accounts, while 
itis the position of our staff that it 
represents not cost, but a “write-up.” 

At the time of the transactions, 
Utah, Colorado, Utah Securities Cor- 
poration, and Bond and Share were 
afiliated with one another and the 
lst named had complete domination 
ad control over the others, either 
directly or indirectly. As we have 
had occasion to say under similar cir- 
cumstances, transactions between such 
companies represent nothing more 
thn Bond and Share, through vari- 
ous controlled subsidiaries, dealing 
with itself. Re Utah Power & Light 
Co. (1943) Opinion No. 99. Look- 
ing through the form of the transac- 
tions to their substance, the $6,450,- 
000 recorded on the subsidiary Colo- 
tado’s books includes $4,158,809.56 
more than the actual cost to the dom- 
inant, controlling parent, Bond and 
Share, 


In Re Pacific Power & Light Co. 
(1942) Opinion No. 84, 46 PUR 


(NS) 131, we required a directly an- 
alogous excess to be classified as a 
“write-up” in Account 107, Electric 
Plant Adjustments, and thereafter 
charged off to surplus. As appears 
from the opinion of the court in 
Pacific Power & Light Co. v. Federal 
Power Commission (1944) — F(2d) 
—, 53 PUR(NS) 12, 13, the com- 
pany upon review withdrew its ob- 
jections to this provision of our or- 
der “in the light of the holding in 
Northwestern Electric Co. v. Federal 
Power Commission, — US —, 8&8 
L ed —, 52 PUR(NS) 86, 64 S Ct 
451, decided January 31, 1944.” 

We find that the excess in the 
present proceeding likewise does not 
represent cost, but a “write-up,” and 
should be classified in accordance 
with the provisions of our System of 
Accounts in Account 107, Electric 
Plant Adjustments, pending disposi- 
tion as hereinafter discussed. 

[2] By agreement dated February 
5, 1914, Colorado acquired the prop- 
erties of the Montrose Electric Light 
& Power Company, the Ouray Elec- 
tric Power & Light Company, the 
Ridgeway Electric Company, and a 
property known as the Delta Electric 
Light Plant. Colorado recorded 
these properties at $357,766.83, al- 
though it is stipulated that the actual 
cost to it, including acquisition ex- 
pense, was $351,794.14. The differ- 
ence between recorded cost and actual 
cost, namely $5,972.69, clearly repre- 
sents a “write-up” since it does not 
represent any cost to Colorado. We 
find that this amount, likewise, should 
be classified in Account 107, Electric 
Plant Adjustments, pending disposi- 
tion as hereinafter discussed. 
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Erroneous Charge to Plant Account 


[3] On December 1, 1931, Colo- 
rado acquired the property of its sub- 
sidiary, the Oliver Power Company, 
by assuming that company’s indebted- 
ness. It is agreed that Colorado re- 
corded Oliver’s assets on its books at 
the figures reflected on the books of 
the latter, including in its plant ac- 
count an operating deficit of $1,804.- 
27 which had been carried on Oliver’s 
books. This capitalization of the 
operating deficit was erroneous. We 
find that the amount of $1,804.27 
should be classified in Account 107, 
Electric Plant Adjustments, pending 
disposition as hereinafter discussed. 


Classification of Fees Paid by Colo- 
rado and Its Subsidiary, Oliver 
Power Company, to Phoenix Uti- 
ity Company, an Affiliated Con- 


struction Company 


[4] It is agreed that Phoenix Util- 
ity Company (Phoenix) did certain 
construction work for Colorado and 
its subsidiary, Oliver Power Com- 
pany, and that Colorado’s plant ac- 
counts include fees paid to Phoenix 
on this account in the amount of $12,- 
259.77. These fees paid to Phoenix 
represented profits to Phoenix, which 
were capitalized by Colorado and its 
subsidiary. We have consistently 
held that such intercompany profits 
do not represent cost, and more par- 
ticularly, we have held that the Phoe- 
nix was “nothing more than an in- 
corporated system of accounting in- 
terposed by Bond and Share for the 
purpose of exacting construction fees 
from its supervised operating com- 
panies” and that the fees “paid to 
Phoenix” do not “constitute actual 
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legitimate original cost.” Re Penn- 
sylvania Power & Light Co. (Fed PC 
1942) 44 PUR(NS) 344; affirmed 
Pennsylvania Power & Light Co. y. 
Federal Power Commission (1943) 
52 PUR(NS) 275, 139 F(2d) 445. 
The fees here are of the same nature 
as those involved in that case. We 
find that the instant fees of $12- 
259.77, now included in Account 
100.6, Electric Plant in Process of 
Reclassification, were not cost of 
plant and, pending disposition as 
hereinafter discussed, should be 
classified in Account 107, Electric 
Plant Adjustments. 


Disposition of Amounts Herein 
Found to Be Classified in Ac. 
count 107 


[5-8] Adhering to our previous 
rulings respecting disposition of 
“write-ups,” we find that it is reason- 
able and appropriate for the purposes 
of the act that the “write-ups” of $4,- 
158,809.56 and $5,972.69, first re- 
ferred to above, or a total of $4,164, 
782.25, should be disposed of by an 
immediate charge to Account 27], 
Earned Surplus, or Account 270, 
Capital Surplus, provided the latter 
is properly created for such purposes; 
and that the operating deficit of $1, 
804.27, erroneously capitalized in 
plant account, and the $12,259.77 of 
Phoenix fees should be disposed of 
by an immediate charge to Account 
271, Earned Surplus. 

We reject the proffered evidence of 
reproduction cost of the property as 
irrelevant and immaterial. North- 
western Electric Co. v. Federal Pow- 
er Commission, supra. 
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Jther Matters Presented by 
the Stipulation 


It is further stipulated that Colo- 
rado upon acquisition of the proper- 
ties from Utah created a Recon- 
struction Reserve in the amount 
of $250,000 by a charge to plant ac- 
count, and that, pending completion 
of a review of the charges which 
have been made to that reserve, this 
amount shall be retained in Account 
100.6, Electric Plant in Process of 
Reclassification. We find this treat- 
ment appropriate under the circum- 
stances, and accordingly will approve 
the same. 

Colorado has heretofore filed with 
the Commission its claimed actual 
legitimate original cost of its licensed 
projects. This claimed actual legiti- 
mate original cost exceeds the original 
cost of such projects as shown by the 
company’s revised studies, by $138,- 
515.01. It is agreed that, pending a 
determination by the Commission of 
the actual legitimate original cost of 
these projects, a credit of $138,515.01 
shall be carried in Account 107, Elec- 
tric Plant Adjustments, in addition to 
the classified plant accounts as shown 
by the company’s revised statements 
Bto I. This treatment, likewise, is 
found to be appropriate under the cir- 
cumstances and will be approved. 

Agreement has also been reached 
regarding amounts aggregating $4,- 
203,283.77, which the company has 
classified in Account 100.1, Electric 
Plant in Service, Account 100.5, Elec- 
tric Plant Acquisition Adjustments, 
and Account 110, Other Physical 
Property. Of this amount, we have 
found that the $12,259.77 of Phoenix 


fees discussed above and now classi- 
fied in Account 100.1 should be classi- 
fied in Account 107 and disposed of 
by a charge to Account 271, Earned 
Surplus. We find that the balance of 
this amount ($4,191,024) should be 
retained by the company in Account 
100.6, Electric Plant in Process of 
Reclassification, pending the com- 
pany’s review of the recorded book 
retirements and completion of a study 
to determine possible unrecorded re- 
tirements. 


Conclusion 


We find that the accounting pro- 
cedures discussed herein and _ re- 
quired by the accompanying order are 
reasonable and appropriate for the 
purposes of the act, upon the condi- 
tions which we shall prescribe. Our 


order will require the company to 
submit its further studies by a speci- 


fied date and, in so doing, to set forth 
its proposed classification of the 
amounts retained in Account 100.6, 
Electric Plant in Process of Reclassifi- 
cation, together with its proposed 
plans of disposition of any amounts 
therein which are determined to be 
properly classifiable in Account 100.5, 
Electric Plant Acquisition Adjust- 
ments, or Account 107, Electric Plant 
Adjustments. 

The company’s revised studies re- 
ferred to herein have not been the 
subject of a field examination. We 
therefore reserve the right to make 
such an examination and to require 
whatever further adjustments are in- 
dicated thereby. 


An order will be issued in accord- 
ance herewith. 
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FEDERAL POWER COMMISSION 


Re Virginia Electric & Power 


Company et al. 


Opinion No. 113. Docket No. IT-5878 
April 18, 1944 


PPLICATION by power companies for order authorizing 
A property transfer or, in alternative, order dismissing appli- 
cation for lack of jurisdiction; jurisdiction asserted and trans- 

fer approved. 


Interstate commerce, § 34.1 — Scope of Federal Power Act. 
1. A company engaged in generating, transmitting, purchasing, distribut- 
ing, and selling electric energy in more than one state, owning and operating 
facilities for the transmission and sale at wholesale of electric energy in 
interstate commerce, is a public utility within the meaning of the Federal 
Power Act, p. 71. 


Consolidation, merger, and sale, § 13 — Necessity of authorization — Federal 
Power Act. 
2. A transaction in which a power company will merge its facilities subject 
to the jurisdiction of the Federal Power Commission with another com- 
pany, which is “another person” within the meaning of § 203 of the Fed- 
eral Power Act, 16 USCA § 824b, must first secure authorization from the 
Federal Power Commission, p. 71. 


Consolidation, merger, and sale, § 13 — Necessity of authorization — Company 
subject to Federal Power Commission — Effect of Holding Company 
Act. 

3. Acquisition of properties by a power company subject to regulation by 
the Federal Power Commission is not exempt from the requirements of 
§ 203 of the Federal Power Act, 16 USCA § 824b, requiring prior authori- 
zation, by reason of § 318 of the act, 16 USCA § 825q, as being subject 
to a requirement of the Holding Company Act or a rule, regulation, or 
order of the Securities and Exchange Commission thereunder, where a 
state Commission has expressly authorized the acquisition and, therefore, 
such acquisition, by reason of § 9(b) of the Holding Company Act, 15 
USCA § 79i(b), is not subject to the requirements of § 9(a) of that act, 
o. Zh, 


Expenses, § 37 — Capital amortization — Excess purchase price. 
Discussion by Federal Power Commission of the impropriety of charging 
excess purchase price of assets to operating expenses, in case where such 
proposal was later withdrawn, p. 73. 
¥ 
By the Commission: Virginia (‘“Vepco”) and Virginia Public Serv- 
Electric and Power Company ice Company (“VPS”), by applica- 
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RE VIRGINIA ELECTRIC & POWER CO. 


tion filed on January 26, 1944, seek 
an order under § 203 of the Federal 
Power Act, 16 USCA § 824b, au- 
thorizing Vepco to acquire by merger 
all of the facilities of VPS or, in the 
alternative, an order dismissing the 
application for.lack of jurisdiction in 
so far as it relates to such merger. 
Approval is also sought of the trans- 
fer to Vepco of the interest of VPS 
in the licenses issued by the Commis- 
sion for Project No. 342 and Project 
No. 906.? 

Upon an application filed by Vepco 
and VPS with the State Corporation 
Commission of Virginia on January 
5, 1944, that Commission, by order 
of January 6, 1944, authorized the 
proposed merger. The North Car- 
olina Utilities Commission and the 
Public Service Commission of West 
Virginia also approved the merger n 
so far as it was subject to their respec- 
tive jurisdictions. 

Hearings with respect to various 
aspects of the proposed merger were 
held before the Securities and Ex- 
change Commission on February 1, 
2,10, 11, and 12, 1944, upon applica- 
tions and declarations filed with that 
Commission pursuant to the Public 
Utility Holding Company Act of 
1935 by Vepco, VPS, Engineers Pub- 
lic Service Company (“Engineers”) 
(File No. 70-846) and General Gas 
& Electric Corporation (‘‘Gengas”’ ) 
(File No. 70-850). 


Appropriate notice was duly given 
of the filing of the application with 


this Commission and no protest or re- 
quest for hearing was received.* 
Thereafter, counsel for VPS and 
Vepco and counsel for this Commis- 
sion agreed by stipulation of Feb- 
ruary 26, 1944, that, subject to our 
rules of practice and regulations, the 
transcript of the proceedings before 
the Securities and Exchange Commis- 
sion, and the annual reports and the 
original cost and _ reclassification 
studies filed with this Commission by 
VPS and Vepco, should be part of 
the record in this proceeding. 


As hereinafter discussed, the orig- 
inal plan of merger proposed in the 
application was, in our opinion, con- 
trary to the public interest in several 
respects. Following conferences be- 
tween representatives of this Com- 
mission and of the Securities and Ex- 
change Commission, the applicants 
were advised of objectionable fea- 
tures of their proposal and they there- 
after revised the merger plan to meet 
these objections. 


Jurisdiction 


[1-3] We may briefly dispose of 
the question raised in the application 
with respect to our jurisdiction in 
this matter. Vepco is engaged in 
generating, transmitting, purchasing, 
distributing, and selling electric en- 
ergy in Tidewater, Virginia, and, to a 
small extent, in northeastern North 
Carolina. VPS is engaged in gen- 
erating, transmitting, purchasing, dis- 
tributing, and selling electric energy 





1A minor part license for Project No. 342 
was issued on February 26, 1923, to Virginia- 
Western Power Company and subsequently 
transferred to VPS. A minor part license 
for Project No. 906 was issued on June 16, 
1928, to Bedford Pulp & Paper Company, Inc., 
and subsequently transferred to Hydro-Elec- 


tric Corporation of Virginia. The project is 
now operated by VPS under lease. 

2Written notice of the application was 
given to the governors and regulatory Com- 
missions of Virginia, West Virginia, and 
North Carolina and notice of the application 
was also published in the Federal Register of 
January 29, 1944 (Vol. 9, p. 1066). 
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in a territory adjacent, on the north 
and west, to that served by Vepco, ex- 
tending from Alexandria, Virginia, 
southwestwardly through central Vir- 
ginia and the eastern part of West 
Virginia to Roanoke Rapids, North 
Carolina, and also in and about New- 
port News, Virginia. The properties 
of the two companies are interconnect- 
ed at several points. 


The evidence clearly shows that 
Vepco and VPS own and operate 
facilities for the transmission and 
sale at wholesale of electric energy 
in interstate commerce, and each is 
therefore a “public utility” within the 
meaning of the Federal Power Act.® 
By the proposed transaction, Vepco 
will merge its facilities subject to our 
jurisdiction with those of VPS, “an- 
other person” within the meaning of 
§ 203. The merger is accordingly 


subject to the requirement of § 203 
that prior authorization therefor be 


obtained from this Commission.‘ 
Nor is the acquisition by Vepco ex- 
empt from the requirements of § 203 
by reason of § 318 of the act, 16 
USCA § 825gq, as being subject to a 
requirement of the Public Utility 
Holding Company Act of 1935 or a 
rule, regulation, or order of the Se- 
curities and Exchange Commission 


thereunder. Since the State Corpora. 
tion Commission of Virginia has ey. 
pressly authorized Vepco’s acquisition 
of the utility assets of VPS, such ac. 
quisition, by reason of § 9(b) of the 
Public Utility Holding Company Act 
of 1935, 15 USCA § 79i(b), is not 
subject to the requirements of § 9(a) 
of that act. 


The request that we dismiss the ap- 
plication for lack of jurisdiction must 
therefore be denied. 


The Merger Plan 


VPS is a subsidiary of Gengas in 
the Associated Gas and Electric Cor- 
poration system and Vepco is a sub- 
sidiary of Engineers. Briefly stated, 
it is proposed that Gengas transfer to 
Engineers all of the common stock of 
VPS. Subsequent to the acquisition 
by Engineers of the VPS equity, 
VPS will be merged into Vepco. By 
the terms of the merger agreement, 
the VPS common stock will be con- 
verted into 150 shares of Vepco com- 
mon stock having a stated value of 
$2,500,000. The preferred shares of 
VPS will be converted into preferred 
shares of Vepco. The merger agree- 
ment is conditioned upon Engineers 
making a cash contribution of $2, 
500,000 to the common capital of 





8 The facilities of Vepco include facilities 
for the transmission to North Carolina of 
electric energy which is generated in Vir- 
ginia, and for the transmission to Virginia, 
and the sale at wholesale of energy generated 
in North Carolina. The facilities of VPS 
include facilities for the transmission to West 
Virginia and North Carolina of electric ener- 
gy which is generated in Virginia, and facili- 
ties for the transmission to Virginia and the 
sale at wholesale of energy which is generated 
in West Virginia and North Carolina. 

4Re Pennsylvania Electric Co. Opinion No. 
100, decided Aug. 18, 1943; Opinion No. 102, 
decided Aug. 20, 1943; Re Public Service 
Electric & Gas Co. (1937) 1 Fed PC 691; 
Re Wisconsin Michigan Power Co. (1937) 
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1 Fed PC 699; Re Portland General Elec- 
tric Co. (1938) 1 Fed PC 709; Re Public 
Service Electric & Gas Co. (1938) 1 Fed 
PC 748, 749; Re Portland General Electric 
Co. (1939) 1 Fed PC 773, 774; Re Otter Tail 
Power Co. (1941) 2 Fed PC 935, 936; Re 
Virginia Pub. Service Co. Docket Nos. IT- 
5749 and IT-5689, order issued May 12, 1942; 
Re The Eastern Shore Pub. Service Co. oi 
Maryland, Docket No. IT-5774, order issued 
May 26, 1942; Re The Cincinnati Gas & EF. 
Co. Docket No. IT-5661, order issued Dec. 
29, 1942; Re The Eastern Shore Pub. Serv- 
ice Co. of Maryland, Docket No. IT-5854, 
order issued Oct. 13, 1943; Re Duke Power 
o oa No. IT-5858, order issued Nov. 





Orpora- 
has ex- 
Wisition 
uch ac. 
of the 
ny Act 
is not 


§ 9(a) 


the ap- 
n must 


igas in 
ic Cor- 
a sub- 
stated, 
sfer to 
tock of 
lisition 
equity, 
o. By 
ement, 
ye CON- 
O com- 
ue of 
ares of 
ferred 
agree- 
rineers 
f $2,- 
ital of 
al Elec- 
» Public 
1 Fed 
Electric 
ter Tail 
936; Re 
os, IT- 
2, 1942; 
Co. of 
r issued 
is & E. 
ed Dec. 
», Serv- 
T5854, 


- Power 
»d Nov. 


RE VIRGINIA ELECTRIC & POWER CO. 


Veco and arrangements are to be 
made for the refunding of the pres- 
atly outstanding debt of VPS. 


Proposal to Charge Excess over 
Original Cost against Consumers 


The merger, as originally proposed, 
would have resulted in $11,036,749 
excess over the original cost of the 
properties of VPS being charged to 
operating expenses of the merged 
company and borne by its consumers. 
This total includes $5,115,148 excess 
over original cost which is now clas- 
sified in Account 100.5, Electric Plant 
Acquisition Adjustments, on _ the 
books of VPS and is being amortized 
as an income deduction pursuant to 
our order of September 21, 1943, in 
Docket No. IT-5842.5 Applicants’ 
original proposal therefore would 
have required us to abrogate this or- 
der and permit the charging of the 
excess Over Original cost to operating 
expenses and thus to the consumers. 

The remainder of the excess over 
original cost, $5,921,601, is to be 
created by the merger. The original 
proposal of the applicants to charge 
this excess purchase price to operating 
expenses would have represented in 
substance, a purchase of prospective 
revenues to be exacted from consum- 
ets. The evidence in the record does 
not justify such an exaction. So long 
as a prospective purchaser of a utility 
property has the assurance that con- 
sumers can be compelled to foot the 
bill, there is no incentive to insure that 
such transactions will be consummat- 
ed in a manner that will serve the pub- 
lic interest in economical electric 
Service, 





‘This order was acceded to by the State 
orporation Commission of Virginia on Octo- 


? 


Such a bargain may be the result 
of protracted ‘‘arm’s-length” negotia- 
tions between the buyer and the sell- 
er, but the third party to the transac- 
tion—the rate-paying customer—is 
not consulted and has no protection 
except through the vigilance of regu- 
latory authorities. It was this type 
of abuse, among others, which the 
Holding Company Act and the Fed- 
eral Power Act were designed to pre- 
vent. 


The applicants, as above stated, 
have now revised their proposal so 
that they will charge off immediately 
the $5,921,601 excess over original 
cost created by the merger, and will 
continue amortizing against income 
the $5,115,148 excess over original 
cost now on the books of VPS in ac- 
cordance with our order of September 
21, 1943. No part of the $11,036,749 
excess over original cost will be 
charged to operating expenses. 


Other Adjustments 


The electric plant accounts of 
Vepco also contain amounts which 
are in excess of original cost. It was 
indicated in the application that such 
excess totals $7,836,921. However, 
a field examination by the Commis- 
sion’s staff of the reclassification and 
original cost studies of Vepco indi- 
cates that the excess over original cost 
is $14,789,039, of which $5,164,256 
may represent plant acquisition ad- 
justments and the remainder, $9,624,- 
783, plant adjustments. 


While the results of the staff’s 
study are subject to further review, 
Vepco has now agreed to dispose of 
$1,677,707 of plant adjustments and 
to set up a reserve of $7,947,076 for 
disposition of so much of the balance 
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of the above amount of $9,624,783, 
as may later be required to be disposed 
of. Vepco has also agreed to amor- 
tize $5,164,256 of plant acquisition 
adjustments, less $840,473 of the de- 
preciation reserve claimed to be ap- 
plicable thereto, over a 15-year period, 
by charges to income. The above 
amounts are subject to such changes, 
if any, as may be finally determined to 
be proper. 

In addition to these accounting ad- 
justments, the applicants have indi- 
cated that they will make an imme- 
diate rate reduction of $300,000 per 
year. 


Conclusion 


Under the circumstances, we find 
that the proposed acquisition by Vepco 
of VPS, upon the terms of the re- 
vised proposal, will be consistent with 


the public interest and should be ap- 
proved. 

An appropriate order in accordance 
herewith will issue. 


ORDER 


Upon consideration of the joint 
application, as amended, in the above- 
entitled proceeding and the record 
thereon, the Commission, having 
adopted its findings and opinion 
(Opinion No. 113), which is hereby 
referred to and made a part hereof 
by reference, orders that: 

(A) The proposed merger by Vir- 
ginia Electric and Power Company 
(“Vepco’’) of its facilities subject to 
the jurisdiction of this Commission 
with those of Virginia Public Service 


Company (“VPS”) be and the same 
hereby is authorized and approved up. 
on the terms and conditions set forth 
in the joint application, as amended, 
and the provisions of this order. 

(B) Vepco shall charge off imme. 
diately the entire excess over original 
cost arising in connection with the 
proposed transaction ($5,921,601 as 
of November 30, 1943), and on the 
basis of accounts as of November 30, 
1943, the elimination of this amount 
shall be accomplished by charges to 
the following accounts: 

(i) Premium on Vepco preferred 
stock issued to convert the preferred 
stocks of VPS, $1,318,856; 

(ii) Capital surplus created by cash 
donation made as a condition to the 
merger, $2,500,000; 

(iii) Earned surplus, $2,102,745. 

(C) Immediately upon setting up 
the accounts of the merged company, 
Vepco shall create a special reserve 
which shall be classified in Account 
258.3 and entitled “Reserves for 
Amounts in Excess of Original Cost 
of Utility Plant’ for the entire 
amount found chargeable to electric 
and common utility plant adjustments 
as a result of the field examination by 
the Commission’s staff of Vepco’s re- 
vised original cost and reclassification 
of electric plant study as filed with the 
Commission ($7,947,076 as of No- 
vember 30, 1943) ;} and on the basis 
of accounts as of November 30, 1945, 
such reserve shall be created as fol- 
lows: 

(i) Reduction in the stated value 





1 Concurrently, Vepco proposes to dispose of 
an amount of $1,677,707, representing amounts 
in excess of original cost related to the prop- 
erty of City Gas Company of Norfolk, which 
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was merged with Vepco on June 30, 1930. 
Disposal of this amount will be accomplishe 
by charges to earned surplus, $1,378,571, and 
capital surplus, $299,136. 
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of the capital represented by the com- 
mon stock of Vepco, $6,590,705 ; 

(ii) Charges to reserve for depre- 
ciation, $887,405 ; 

(iii) Charges to earned surplus, 
$468,966. 

Provided, that the amounts charge- 
able to the electric and common util- 
ity plant adjustment accounts shall be 
subject to such changes, if any, as 
may be finally determined to be 
proper. 

(D) Vepco shall charge to the 
special reserve hereinbefore described 
any amounts in its plant accounts in 
excess Of original cost that the Com- 
mission may lawfully order or re- 
quire to be charged off and no other 
amounts; and any balance in said 
special reserve accounts determined 
by the Commission to be not required 
for the purposes above specified may 
be transferred by Vepco to its capital 
surplus account. 

(E) The amount to be transferred 
from the VPS electric plant acquisi- 
tion adjustment account to that of 
Vepco ($5,115,148 as of November 
30, 1943) shall continue to be amor- 
tized in accordance with the terms of 
the Commission’s order of September 
21, 1943, in Re Virginia Pub. Service 
Co. (Docket No. IT-5842), by equal 
annual charges over a 15-year period 
beginning with 1943 to Account 537, 
Miscellaneous Amortization, and con- 
current credits to Account 252, Re- 
serve for Amortization of Electric 
Plant Acquisition Adjustments. 

(F) The amounts found to be 
chargeable to electric and common 
utility plant acquisition adjustment 
accounts of Vepco as a result of a 
field examination by the Commis- 
sion’s staff ($5,164,256 as of Novem- 


ber 30, 1943) shall be disposed of by 
a transfer of $840,473 from Account 
250, Reserve for Depreciation of 
Electric Plant to Account 252, Re- 
serve for Amortization of Electric 
Plant Acquisition Adjustments, and 
the amortization of the remainder, 
$4,323,783, by equal annual charges 
over a 15-year period beginning with 
1944 to Account 537, Miscellaneous 
Amortization, with concurrent cred- 
its to Account 252, Reserve for 
Amortization of Electric Plant Ac- 
quisition Adjustments; Provided, 
that the amounts chargeable to elec- 
tric and common utility plant acqui- 
sition adjustments shall be subject to 
such changes, if any, as may be finally 
determined to be proper. 

(G) This authorization shall ex- 
pire unless acted upon within sixty 
days after the date of this order. 

(H) Vepco shall report with refer- 
ence to the merger of facilities hereby 
authorized within ten days after the 
consummation thereof as required by 
the Commission’s Rules of Practice 
and Regulations; and shall file the ap- 
propriate accounting entries within 
six months from the date of consum- 
mation of the proposed merger as re- 
quired by the provisions of the Uni- 
form System of Accounts. 

(1) The transfer to Vepco of the 
interest of VPS in the licenses for 
Project No. 342 and Project No. 906 
be and the same hereby is approved ; 
Provided, that such approval is with- 
out prejudice to the Commission’s au- 
thority with respect to such projects 
under the Federal Power Act. 

(J) The provisions of this order 
are not to be construed as dispensing 
with the necessity for full compliance 
with the requirements of the Public 
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Utility Holding Company Act of estimates or determinations of cost, 
1935, and the rules, regulations, and or any other matter whatsoever which 
orders issued by the Securities and may come before this Commission, 
Exchange Commission. and nothing in this order shall be con- 
(K) The foregoing authorization strued as an acquiescence by this 
is without prejudice to the authority Commission in any estimate or de- 
of this Commission with respect to termination of cost or any valuation 
rates, service, accounts, valuations, of property claimed or asserted. 





PENNSYLVANIA SUPERIOR COURT 


Postal Telegraph-Cable Company 


Pennsylvania Public 3 Utility Commission 


— Pa Super Ct —, 35 A(2d) 535 
January 27, 1944 


PPEAL from Commission order requiring removal or reloca- 
A tion of telegraph poles and wires located near airport; or- 
der affirmed in part, reversed in part, and remitted to Commis- 
sion for further proceedings. For Commission decision, see 

(1943) 48 PUR(NS) 98. 


Construction and equipment, § 2 — Powers of Commission — Relocation of fo- 
cilities — Public hazard. 
1. The Public Utility Law, empowering the Commission to prescribe 
changes, alterations, or improvements in facilities for the safety and con- 
venience of the public, applies not only to that portion of the public which 
the utilities serve, but also to the general public which may come in contact 
with the facilities of utilities, p. 78. 


Construction and equipment, § 2 — Jurisdiction of Commission — Facilities near 
airport — Public hazard. 
2. The Commission has jurisdiction to order the removal or relocation of 
telegraph poles and wires located so near the runways of an airport as to 
constitute a public hazard where such airport is used by the public, p. 78. 


Construction and equipment, § 2 — Jurisdiction of Commission — Relocation of 
facilities near airport. 
3. The reasonableness of a Commission order requiring the removal or re- 
location of telegraph poles and wires located so near the runways of an air- 
port as to constitute a public hazard is not necessarily determined by the 
Aeronautical Code sections defining the lawful flight of aircraft and relat- 
ing to airport obstructions, p. 80. 
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Construction and equipment, § 2 — Jurisdiction of Commission — Facilities near 
io”, airport. 

which 4. The jurisdiction of the Commission over telegraph poles and wires locat- 
1SS10n, ed so near the runways of an airport as to constitute a public hazard is not 
€ con- confined to the correction of situations in which all parties act with the 
y this utmost consciousness of the law, p. 80. 


yr de- 


Construction and equipment, § 2 — Jurisdiction of Commission — Facilities near 
uation 


airport — Removal of facilities. 


. 5. A Commission order requiring the removal or relocation of telegraph 
poles and wires located so near the runways of an airport as to constitute 
a public hazard was neither beyond its jurisdiction nor unjust and unrea- 
sonable as a determination of the steps to be taken for the correction of a 
dangerous condition, p. 80. 


Construction and equipment, § 5 — Removal or relocation of facilities — Public 
hazard — Burden of cost. 


6. A telegraph company should not be required to bear the cost and ex- 
pense incident to removal or relocation of its wires and poles from a public 
highway near an airport to land privately owned, where such facilities are 
bound to constitute a hazard to the public using the airport, p. 81. 


ba 


Before Keller, P. J., and Baldrige, 
Stadtfeld, Rhodes, Hirt, Kenworthey, 
and Reno, JJ. 

APPEARANCES: John B. Pearson 
and Douglass D. Storey, both of Har- 
tisburg, Harold V. Dixon, of New 
York City, and Storey & Bailey, of 
Harrisburg, for appellant; Frederick, 
L. Kiger, Junior Counsel, of Harris- 
burg, Harold A. Scragg, of Scranton, 
Counsel, and James H. Duff, Atty. 
Gen., for appellee. 


Ruopes, J.: This is an appeal by 
the Postal Telegraph-Cable Company 
from a final order of the Pennsylvania 
Public Utility Commission ordering it 
to remove or relocate, at its sole cost 
and expense, a portion of its pole line. 

The Commission, on informal com- 
plaint, instituted its own investigation 
of the location and maintenance by ap- 
pellant of certain pole and wire facili- 
ties on the northwest side of state 
highway route No. 117, which borders 


immediately upon the municipal air- 
port at Connellsville. The Commis- 
sion’s order requires appellant, at its 
own expense, to relocate two groups 
of poles, nine in all, each standing 
within the projection to the highway 
of the side lines of one of the two run- 
ways of the airport, and the wires 
strung across those spaces. The or- 
der also directs a relocation within lim- 
its so fixed in terms of height of the 
poles and distance from the closest 
point of the particular runway that ap- 
pellant’s telegraph line could remain 
inside the boundaries of the public 
right of way—the highway—only if 
these sections were buried in subter- 
ranean conduit, and could continue 
aerially on poles only by purchase or 
condemnation of a more distant right 
of way across land privately owned. 
The order was made in reliance upon 
testimony that safe landing and taking 
off of aircraft requires a trapezoidal 
or fan-shaped space abutting the end 
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of the runway to be free of any object 
higher than one-thirtieth of its distance 
from the end of the runway. 

The telegraph line here involved is a 
portion of appellant's main line be- 
tween Baltimore, Washington, and 
Pittsburgh; it was constructed about 
1900. The airport is owned by the 
city of Connellsville. It was construct- 
ed by the Works Progress Administra- 
tion, an agency of the Federal govern- 
ment ; the city supplied the land. Con- 
struction began in 1936. One of the 
conditions of the Federal agency’s par- 
ticipation in the project was that the 
city procure the removal of this tele- 
graph line as well as lines of the Bell 
Telephone Company and the West 
Penn Power Company. One of the 
Commission’s witnesses testified that 
the three utilities, according to his un- 
derstanding of the matter, had agreed 


each to move its own line if the city 
would provide new rights of way. 
The Bell Telephone Company buried 


its cable along the highway. The 
West Penn Power Company moved its 
line to a private right of way sufficient- 
ly distant to eliminate any hazard. 
Counsel for appellant offered to prove 
that the city ultimately assumed the ex- 
pense of this removal, but objection to 
the offer was sustained. Appellant’s 
division plant superintendent testified 
that it was not feasible to bury the 
telegraph line in underground conduit 
like the telephone cable, because of dif- 
ferences in design and operation of ap- 
pellant’s system and the Bell system as 
respects protection against lightning. 
The type of wire used by appellant re- 
quires installation of fuses at the point 
of connection with any underground 
section of line, and replacement by ap- 
pellant’s nearest maintenance personnel 
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would cause lengthy and costly inter- 
ruption of service. He also testified 
that the Bell telephone cable, whether 
aerial or subterranean, is uniform 
throughout that system, and permits 
the location of lightning protection at 
every main office and substation, with 
maintenance personnel available to re- 
place blown fuses. In addition, he es- 
timated the cost of running the tele- 
graph line, which is here involved, in 
underground conduit, if that were fea- 
sible, as much greater ($6,711) than 
that of acquiring a private right of 
way and rerouting the same section of 
line aerially ($3,906). 

[1, 2] Appellant first challenges the 
jurisdiction of the Commission to or- 
der its pole and wire facilities removed. 
In this respect appellant contends that 
no interest of the public within the 
contemplation of the Public Utility 
Law of May 28, 1937, PL 1053, 66 
PS § 1101 et seq., is adversely affected 
by the present location of its telegraph 
line. Section 401 of the Public Utility 
Law, 66 PS § 1171, requires every 
public utility to “make all such repairs, 
changes, alterations, substitutions, ex- 
tensions, and improvements in or to 
such service and facilities as shall be 
necessary or proper for the accom- 
modation, convenience, and safety of 
its patrons, employees, and the public.” 
Section 413, 66 PS § 1183, empowers 
the Commission to “determine and 
prescribe such repairs, 
changes, alterations, extensions, sub- 
stitutions, or improvements in facili- 
ties as shall be reasonably necessary 
and proper for the safety, accommoda- 
tion, and convenience of the public. 

”’ Appellant argues that “the 
public,” referred to in these sections as 
respects a utility using facilities lo- 
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cated along the highway, includes no 
more than persons traveling on the 
highway, and for this position cites 
Midland Borough v. Steubenville, E. 
L.& B. V. Traction Co. (1930) 300 
Pa 134, 150 Atl 300. That case mere- 
ly held the jurisdiction to restrain a 
public nuisance arising out of unau- 
thorized use of utility facilities located 
along the highway, and alleged to 
jeopardize the safety of the citizens 
was in the Public Service Commission 
and not in the court of common pleas. 
That case did not make the distinction 
which appellant suggests, and which 
has no basis in established authority, 
and which is equally without basis in 
reason or policy. It is probably true 
that the greater part of the general 
public normally. exposed to any hazard 
in the use by a public utility of facili- 
ties along the public highway are those 
using the highway for travel. But 
such a limited construction of the quot- 
ed sections of the Public Utility Law 
would place beyond the protection of 
that law and of the Commission the 
rights, in many conceivable cases, of 
persons unquestionably members of 
the public although not users of the 
highway. For example, those on ad- 
jacent public land. There would seem 
to be no logical difference in the legal 
position of a member of the general 
public, who approaches a facility of a 
public utility on the ground adjacent or 
through the air above. Unreasonable 
regulations for the protection and safe- 
ty of air travelers are unlikely on the 
part of the Public Utility Commission 
in view of the legislative restriction of 
its power to prescribe only such 
changes, alterations, and improvements 
in facilities as “shall be reasonably 
necessary and proper for the safety 


of the public.” We think any 
abuse of such power can be more ef- 
fectively controlled by invoking that 
restriction than by arbitrarily depriv- 
ing the Commission of a portion of 
the jurisdiction which the legislature 
appears to have conferred upon it. 
The public for whose convenience, ac- 
commodation, safety, and protection 
the act is concerned is not only that 
portion of the public which the utili- 
ties serve, but the general public which 
may come in contact with the facilities 
of the utilities. West Penn. R. Co. 
v. Public Utility Commission (1940) 
142 Pa Super Ct 140, 151, 36 PUR 
(NS) 116, 15 A(2d) 539. 

Moreover, we do not think that this 
record clearly supports appellant’s con- 
tention that the public is not entitled 
to use the airport as it would a public 
highway or park. The record shows 
that the use of the airport is largely in 
the hands of Fayette Airways, Inc., a 
busines corporation, under an arrange- 
ment, not defined in the testimony, 
with the city of Connellsville. Persons 
arriving or leaving on flights made in 
the operation of the business of the 
corporation might be accounted for as 
its employees, business invitees, or li- 
censees, but the arrangement between 
the corporation and the city is not 
shown to be exclusive of use of the 
airport by persons in no legal relation 
whatever to the corporation. The city 
is the owner of the land ; and there was 
testimony of the regular use of the 
field by local flying clubs as well as by 
purely transient craft. One of the 
reasons for the choice of this location 
was that very close to it passes a civil- 
ian airway or “radio street” between 
Pittsburgh and Washington, con- 
trolled by radio beam maintained by 
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the Federal government, and open to 
public use subject to observance of cer- 
tain regulations. Under all these cir- 
cumstances it cannot be said that ac- 
tual or probable use of this airport by 
members of the public as such is so 
wanting as to deprive the Commission 
of jurisdiction in this case. 

[8-5] Appellant next contends that, 
assuming the Commission has juris- 
diction, the order is unjust and unrea- 
sonable. In the first place we do not 
consider the order unreasonable in so 
far as it makes a selection from the al- 
ternative plans or methods suggested 
for the physical elimination of the dif- 
ficulty. Appellant itself virtually dis- 
posed of the possibility of burial of the 
telegraph line along the highway. Its 
contention that, without disturbing the 
present location of its poles and wires, 
the hazard could be eliminated by ex- 
tensions of the other ends of the two 
runways is open to several criticisms. 
Such extensions would not remove the 
temptation offered pilots landing or 
taking off with exceptionally large or 
heavy loads to use the sections of the 
runways now threatened by the tele- 
graph line, unless these sections were 
destroyed as the extensions were built. 
The hazard would remain for any pilot 
not expressly warned. There was tes- 
timony that such wires are difficult for 
a pilot to see. Moreover, there was no 
testimony offered even by appellant as 
to the relative cost of such development 
of the field to the west as it suggested. 

We find no merit in appellant’s ar- 
gument that the reasonableness of the 
Commission’s order is necessarily de- 
termined both by § 5 of the act of 
April 25, 1929, PL 753, 2 PS § 1425, 
State Law for Aeronautics (repealed 
and reénacted by the act of May 25, 
53 PUR(NS) 


1933, PL 1001, § 402, 2 PS § 1468, 
Aeronautical Code), defining the law- 
ful flight of aircraft, and by § 656 
of the Penal Code of June 24, 1939, 
PL 872, 18 PS § 4656, relating to 
airport obstructions. Section 5 of the 
State Law for Aeronautics, and § 402 
of the Aeronautical Code, 2 PS §§ 
1425, 1468, declare flight in aircraft 
lawful “. unless at such low 
altitude as to interfere with the then 
existing use to which the land or wa- 
ter, or the space over the land or water, 
is put by the owner, or unless so con- 
ducted as to be dangerous or damaging 
to persons or property lawfully on the 
land or water beneath.”’ But the rea- 
sonable exercise of the Commission’s 
power is not confined to the correction 
of situations to which all parties act 
with the utmost consciousness of the 
law. If this were so, the Commission 
would have little todo. It may be that 
strictly lawful conduct by all con- 
cerned might have prevented every 
railroad crossing accident in the his- 
tory of the commonwealth, but that 
would be a novel ground on which to 
challenge the reasonableness of a Com- 
mission order for the elimination of a 
dangerous crossing. 

It is no more significant that § 656 
of the Penal Code, 18 PS § 4656, 
makes it a misdemeanor to maintain 
ie any smokestack, flag pole, 
elevated tank, radio station tower, 
building, or other structure or ob- 
struction to the operation of aircraft, 
of a height in excess of 35 feet 
above the level of the landing field, 
within 500 feet of the exterior bound- 
aries of any airport, landing field, or 
intermediate landing field, licensed by 
this commonwealth. ec? ae 
though this allows a taller structure or 
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obstruction adjacent to an airport than 
permitted by the rule announced by 
the witnesses for the Commission, and 
adopted in its order, it is not neces- 
sarily conclusive of the reasonableness 
of the order. Conceding, as appellant 
argues, that within the limits of the 
Penal Code a 35-foot silo, some feet 
higher than appellant’s tallest pole, 
could be erected across the road from 
the airport, it would obviously not con- 
stitute as great a hazard as a line of 
wire stretching horizontally across the 
landscape. Trees and buildings are 
among its most prominent features; 
from the air above, a line of wire is 
likely to be very inconspicuous. 

[6] We are therefore of the opinion 
that the Commission’s order was nei- 
ther beyond its jurisdiction nor unjust 
and unreasonable as a determination 
of the steps to be taken for the correc- 
tion of this dangerous condition. 


However, the imposition of the costs 
of the change presents a more difficult 


problem. The Commission imposed 
the cost upon appellant. It reached 
this result, as it said, in reliance upon 
our decision in Bell Teleph. Co. v. Pub- 
lic Utility Commission (1940) 139 
Pa Super Ct 529, 12 A(2d) 479. In 
that case the relocation of the tele- 
phone company facilities ordered at 
the sole cost of the company was a re- 
location within the limits of the street 
in which they had been laid. This is 
not authority for imposing upon a util- 
ity the cost of complete removal of the 
facilities from a public highway to 
land privately owned. The controlling 
principle for denying recovery by a 
utility for the cost of relocation of fa- 
cilities within street lines has been 
stated in Re Delaware River Joint 
Commission (1941) 342 Pa 119, 122, 
[6] 


19 A(2d) 278, 279, as follows: ‘“Ap- 
pellant’s structures and appliances in- 
volved were within street lines and 
have been relocated and reconstructed 
within street lines. The consent ordi- 
nances conferred no franchise, inter- 
est, or estate in any particular portion 
of the streets; on the contrary the 
grant was expressly subjected to mu- 
nicipal regulation as will appear later. 
To require appellant to remove its con- 
duits from one location in the street to 
another, or, in other words, to require 
it to surrender, in the course of the 
general improvement of the highway 
system, the space in which a conduit 
was constructed in one part of the 
street and permit its reconstruction in 
another, was therefore not a taking of 
property ; after the reconstruction, the 
appellant enjoyed the same street fran- 
chise under its consent ordinances as 
it had enjoyed before.” 

In Philadelphia Electric Co. v. Com- 
monwealth (1933) 311 Pa 542, 544, 
166 Atl 892, where recovery by a util- 
ity in a similar case was denied, the 
supreme court, adopting the lower 
court’s language, said: “‘“There was 
no taking of any portion of the plain- 
tiff’s property, it was not deprived of 
its easement and the only damage of 
which it complains is the cost of re- 
locating its conduits and light stand- 
ards [in the streets] to make them 
conform with the new [established] 
grade.’ ” 

In Scranton Gas & Water Co. v. 
Scranton (1906) 214 Pa 586, 591, 64 
Atl 84, 85,6 LRA(NS) 1033, 6 Ann 
Cas 388 (cited in Bell Teleph. Co. v. 
Public Utility Commission, supra) 
our supreme court said: “It is the 
reasonable discretion of the municipal 
authorities that determines the extent 
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of the change in the streets required to 
meet public necessities; and to that 
change, whatever it may be, short of 
an abrogation or annulment of the 
company’s right to maintain its system 
of pipes in the public streets, the com- 
pany must conform at its own cost and 
expense, The former results from the 
inherent right of the municipality to 
the exercise of police power, and the 
latter from the subordinated rights of 
the gas company in the public streets 
under its original grant of privilege, to 
those of the public.” 

It is manifest, we think, that the or- 
der in the present case effects a result 
to which those cases are inapplicable. 
In effect, appellant’s right to maintain 
its facilities within the highway limits 
has been abrogated; it has been de- 
prived of its easement. This is not 


merely to control appellant’s use of its 
property right in the interest of the 


public, a valid exercise of the police 
power through the instrumentality of 
the Commission (Pennsylvania R. Co. 
v. Public Utility Commission [1939] 
136 Pa Super Ct 1, 31 PUR(NS) 
439, 7 A(2d) 86); but, in our judg- 
ment, it amounts to a taking of appel- 
lant’s property, and, from our deter- 
mination of the basis. of the jurisdic- 
tion of the Commission, a taking for 
public use. Under these circumstances 
the cost of the relocation of the line 
cannot be permitted to rest upon appel- 
lant. It should be borne by the portion 
of the public directly benefited—the 
municipality which owns the airport, 
the city of Connellsville. But appar- 
ently this result cannot be attained on 
the present state of the record, as the 
city was not a party to the proceedings 
before the Commission. And it does 
not appear from any part of the Public 


53 PUR(NS) 


Utility Law that the Commission has 
power to make the city party to pro- 
ceedings before it with a view toward 
imposition of the costs upon the city. 
Section 401 of the Public Utility Law, 
66 PS § 1171, requiring the mainte- 
nance of safe and reasonable service 
and facilities and the making of such 
alterations and improvements as are 
necessary to that end, subjects a mu- 
nicipal corporation to the regulation 
and control of the Commission only as 
to its furnishing public utility service 
beyond its corporate limits. Section 
413 of the Public Utility Law, 66 PS 
§ 1183, empowering the Commission 
to determine and prescribe such altera- 
tions and improvements, contains no 
mention of municipal corporations. 
But Art. 9, § 903, of the Public Utility 
Law, 66 PS § 1343, authorizes the 
Commission to institute proceedings to 
enforce any of its regulations or orders 
by appropriate action in the court of 
common pleas of Dauphin county, and 
empowers the court to join any addi- 
tional parties including municipal cor- 
porations as it deems necessary to 
make its judgment effective. An ap- 
proach is thus offered toward what 
seems to us to be the proper disposition 
of the matter in controversy—that the 
line of wire in question be relocated, 
that it be relocated, under the circum- 
stances, at such a point off the high- 
way and by such method as appellant 
determines, and as will satisfy the 
terms of the Commission’s order, that 
appellant secure the land for the re- 
located line, and that the entire expense 
of the relocation be borne by the city 
of Connellsville. 

The Commission’s order requiring 
the relocation of appellant’s line is af- 
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firmed; the order otherwise is re- 
versed, and the record is remitted to 


the Commission for further proceed- 
ings in conformity herewith. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Helen M: Caro 


Vv. 


Northern Pennsylvania Power Company 


Complaint Docket No. 13936 
March 6, 1944 


OMPLAINT against denial of service where past bills are de- 


linquent ; dismissed. 


Contracts, § 1 — Parties — Assumed name. 
1. A contract with an individual, face to face, with whom it is intended to 
contract, is made with that particular person, regardless of whether the 
name under which the contract is made is the correct name of such per- 


son or is another name, p. 83 


Payment, § 33 — Service denial for delinquency — Former service under different 


name, 


2. A public utility has the right to deny service to one whose service has 
been discontinued at another location for nonpayment although the appli- 
cant for service had obtained service at the other location under a different 


name, p. 83. 


(BucHANAN, Commissioner, dissents. ) 


By the Commission: In this case 
the complainant seeks an order from 
the Commission directing the respond- 
ent to render gas service to the com- 
plainant at 12 Third street, Towanda. 

[1, 2] In May of 1936 Mrs. Rose 
Miller, her daughter, Mrs. Helen M. 
Caro, hereinafter called the com- 
plainant, and the latter’s children, lived 
at 15 North Main street, Towanda. 
On May 4, 1936, the complainant 
went to the respondent’s office and 
applied for electric and gas service at 
the North Main street address. She 


» 


signed the application in her mother’s 
name (Mrs. Rose Miller) but did not 
inform respondent that she was, in 
fact, Mrs. Miller’s daughter. The 
company’s employees always thought 
she was Mrs. Rose Miller and called 
her by that name and treated her as 
such. 

The joint gas and electric bill be- 
came delinquent in December, 1936. 
It continued delinquent and on August 
9, 1937, complainant conferred with 
the credit manager of respondent 
about what was to be done with the 
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account, the company having previous- 
ly notified the customer that service 
would have to be discontinued because 
the account was delinquent. The re- 
spondent, dealing with the complain- 
ant as Mrs. Rose Miller, made an ar- 
rangement whereby the gas service 
would be discontinued but the electric 
service would be allowed to remain, 
provided complainant paid up the elec- 
tric bill and made a payment of $3 
or $4 per month on account of the old 
gas bill. The electric bill was brought 
into a current position, but $13 re- 
mained unpaid on the delinquent gas 
bill. 

On March 8, 1943, the family 
moved from 15 North Main street 
to 12 Third street. At this time re- 
spondent received a request to transfer 
electric service from 15 North Main 
street to 12 Third street, the account 
still being in the name of Mrs. Rose 
Miller. On June 21, 1943, complain- 
ant applied for gas service at 12 Third 
street in her own name, Mrs. Helen 
M. Caro, and made a deposit of $5 
in accordance with the rules and reg- 
ulations of the company, which was 
accepted by respondent. An employee 
of the company recognized her as the 
same person who had applied for and 
received gas and electric service in 
1936 under the name of Mrs. Rose 
Miller, and because of the unpaid gas 
bill refused service to the complain- 
ant. On September 9, 1943, com- 
plainant filed this complaint with the 
Commission. Thereafter respondent, 
upon agreement that such action 
should be without prejudice to it, in- 
augurated gas service to complainant’s 
premises on September 14, 1943. 

Complainant alleges that the $13 
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delinquent gas bill is a disputed one 
and that respondent, as a matter of 
law, does not have the right to refuse 
service. There is no evidence of rec- 
ord to substantiate this allegation oth- 
er than statements by complainant's 
counsel that the bill is disputed, which 
is not evidence. However, there js 
evidence of record, not denied by com- 
plainant, that she agreed with respond- 
ent, while using the name Mrs. Rose 
Miller, to pay the unpaid gas bill in 
instalments of $3 or $4 per month if 
the electric service were continued. 


We are of the opinion that it is 
immaterial whether the complainant 
signed the application for gas and 
electric service at 15 North Main 
street in her mother’s name or as 
Mrs. Helen M. Caro. It is a well- 
settled principle of law that where one 
contracts with an individual, face to 
face, and intends to contract with the 
person before him, the contract, if 
any, is made with that particular per- 
son, regardless of whether the as- 
sumed name is actually the name of a 
living person: Ludwinska v. John 
Hancock Mut. Life Insurance Co. 
(1935) 317 Pa 577, 178 Atl 28. All 
that the law looks to is the identity 
of the individual and when that is 
ascertained the act will be binding on 
him as well as others: Coltun v. 
Getz (1930) 97 Pa Super Ct 59], 
594. In the instant case there is no 
evidence of an agency relationship 
between complainant and her mother, 
or any testimony of record indicating 
that respondent was put on notice that 
the complainant was not Mrs. Rose 
Miller. Therefore, the respondent, in 
contracting with the complainant for 
service did so with the individual be- 
fore it, who, in fact, was the com- 
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plainant, regardless of what name she 
used. 

Rule 6 of respondent’s Gas Tariff 
Pa P. U. C. No. 2, reads in part as 
follows: 

“Discontinuance of Service. The 
company may discontinue its service 
and remove its equipment after giv- 
ing the customer reasonable notice in 
cases where the customer is in ar- 
rears in the payment of bills for serv- 
ice, or is in violation of her contract 
with the company, or is in violation 
of the rules and regulations of either 
the Public Utility Commission or 
the company. If service is 


discontinued for any reason other 
than by request of the customer, there 
shall be a reconnection charge of $1, 
which together with all arrearages 
must be paid before service is re- 
stored. 

The complainant, being the person 


” 


who contracted for service at 15 North 
Main street, must comply with the 
rules and regulations of respondent. 
Complainant having become delinquent 
in the payment of the gas bill, the 
respondent had a right, and it was 
its duty, to discontinue that service. 
The new application made for gas 
service at 12 Third street is merely 
a request for restoration of service 
by a person whose service was discon- 
tinued for nonpayment of a bill. 
Therefore, respondent was within its 
rights when it refused to render serv- 
ice until the old gas bill was paid. 
The company was merely enforcing 
its rules and regulations which it was 


bound to do for the protection of its 
other customers; therefore, 

Now, to wit, March 6, 1944, it is 
ordered: That the complaint be and 
is hereby dismissed. 


Commissioner Buchanan files a dis- 
senting opinion. 


BUCHANAN, Commissioner, dis- 
sents: I cannot find either in the 
Public Utility Law or in the former 
Public Service Company Law that 
jurisdiction was given to this Com- 
mission to decide on the merits wheth- 
er a bill of a public utility which is 
disputed by the customer is just and 
reasonable ; a company rule to that ef- 
fect notwithstanding. We are not 
constituted as a bill-collecting agency, 
nor as a court of law. 

Two remedies are available to the 
company under such circumstances: 
First, diligent observance of the 
amount of consumption by the custom- 
er with relation to the amount of cash 
deposit to cover it; second, collection 
by suit as with any other contract. 

The bill in this case ran for more 
than one year, the amount due is sub- 
ject to dispute. It would seem to me 
that the company showed a lack of 
diligence in the first instance and we 
have no authority to judge the merits 
of the dispute in the second instance. 

I would direct that the service be 
installed upon posting an adequate 
cash deposit and refer the disputed 
claim to the courts, the latter at the 
discretion of the company. 
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WISCONSIN SUPREME COURT 


Lake Superior District Power Company 


Vv. 
Public Service Commission et al. 


— Wis —, 13 NW(2d) 89 
February 15, 1944 


PPEAL from judgment for defendant in action to set aside 
A Commission order fixing value of utility property for mu- 
nicipal acquisition purposes; judgment affirmed. For Commis- 

sion decision, see (1942) 43 PUR(NS) 506. 


Commissions, § 48 — Action through agent — Valuation — Municipal acquisition, 
1, Commission action fixing the compensation to be paid by a municipality 
for electric properties is not void solely because hearings were before an ex- 
aminer and not before the Commission itself, if the compensation is just and 
founded on competent testimony, where the Commission based its decision 
upon an examination of the written record of the proceeding, p. 87. 

Evidence, § 26 — Commission proceeding — Testimony of Commission agent. 

2. Testimony by a member of the Commission’s investigating staff is ad- 
missible in a proceeding before the Commission to determine the just com- 
pensation to be paid by a municipality for acquisition of electric properties, 
where the witness is subjected to cross-examination, p. 88. 

Appeal and review, § 52 — Commission order — Conclusiveness. 

3. A Commission determination of the value of an electric utility sought 
to be acquired by a municipality should not be reversed where the Com- 
mission had ample evidence of a substantial quality before it, p. 89. 

Valuation, § 332 — Going value allowance — Municipal acquisition purposes. 

4. Going value, even when an appropriate element to be included in the 
value of utility property for municipal acquisition purposes, need not be 
separately stated and appraised as such, p. 90. 


¥ 


Action commenced June 22, 1942 by amount of just compensation which the 
the Lake Superior District Power city of Medford must pay to the Lake 
‘Company to set aside an order of the Superior District Power Company for 
Public Service Commission. Judg- its Medford electric utility. 
ment was for defendants. Plaintiff The plaintiff alleged that the order 
appeals. of the Commission is void and contrary 

The order of the Commission in an to law because: (1) The hearings 
acquisition proceeding April 6, 1942, held by the Public Service Commission 
determined upon $131,600 as the were before an examiner and not be- 
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fore the Commission itself and vio- 
lates the due process clause of the 
Fourteenth Amendment of the Con- 
stitution of the United States. (2) 
The examiner admitted in evidence 
and the Commission considered tes- 
timony by a member of the Com- 
mission’s investigating staff and that 
admission of such evidence in a 
quasi judicial proceeding operated to 
deprive plaintiff of a fair hearing pre- 
scribed by Chap 197, Stats (3) The 
sum of $131,600 determined by the 
Commission as just compensation is in- 
adequate, confiscatory, and contrary to 
the evidence. 

The defendants admit that the hear- 
ing was held before the examiner and 
that testimony of a member of the 
Commission’s staff was admitted as 
evidence and denied that the compen- 
sation was inadequate or contrary to 
the evidence. 

The trial court affirmed the Commis- 
sion’s ruling holding that the “order 
is not unlawful by reason of the fact 
that members of the engineering staff 
of said defendant Commission made an 
investigation with respect to the value 
of the property of the plaintiff for 
which just compensation is determined 
by said order . ; or by the fact 
that such evidence was received, con- 
sidered, and given weight by the de- 
fendant Commission in arriving at its 
determination or finding in said order 
with respect to such value.” The court 
found further “that the just compen- 
sation as fixed and determined by said 
order is not shown by the evidence to 
be inadequate or otherwise unlawful. 

APPEARANCES: Sanborn, Blake & 
Aberg and Glen H. Bell, all of Madi- 
son, for appellant; John E. Martin, 


Attorney General, H. T. Ferguson, As- 
sistant Attorney General, and Roberts, 
Roe & Boardman, of Madison, for re- 
spondent. 


FaircHILp, J.: [1] The appellant 
operated its utility in the city of Med- 
ford under an indeterminate franchise. 
The effect of the acceptance of the in- 
determinate franchise has been consid- 
ered in the cases of Connell v. Kaukau- 
na (1917) 164 Wis 471, 159 NW 927, 
160 NW 1035, Ann Cas 1918A 247, 
and Wisconsin Power & Light Co. v. 
Public Service Commission (1935) 
219 Wis 104, 10 PUR(NS) 115, 261 
NW 711, 262 NW 257, among others 
and the development of the law that 
has resulted from legislation and court 
interpretation is that the legislature has 
granted the municipality the right to 
acquire such property and provided a 
procedure under which the determina- 
tion of “just compensation” for the 
taking of utility property by eminent 
domain may take place. The appellant 
cannot complain if the compensation 
is just and founded on competent tes- 
timony before the Commission when 
acting upon the evidence even though 
the witnesses gave their testimony be- 
fore an examiner. As a general rule 
in acquisition proceedings a valid re- 
sult is reached when the Public Service 
Commission acting in accordance with 
the requirements of the statutes has on 
substantial evidence come to a conclu- 
sion as to the value of the property of 
the utility sought to be acquired by the 
municipality. 

The appellant feels aggrieved be- 
cause the Commission or a majority 
of its members did not conduct the 
hearings and listen to the testimony as 
given instead of having an examiner 
act for it. But the Commission did 
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come to its decision upon an examina- 
tion of the written record of the pro- 
ceedings. The law in Chaps 196 and 
197 provides that the Commission may 
conduct any number of investigations 
contemporaneously and § 196.24(3) 
Stats expressly provides that this may 
be done ‘through different agents, and 
may delegate to any agent the taking 
of testimony bearing upon any investi- 
gation or hearing. The decision of the 
Commission shall be based upon its ex- 
amination of all testimony and rec- 
ords.” 


The contention by the appellant that 
Chap 196 has no application to ac- 
quisition proceedings loses all force 
when the history of the enactment of 
that chapter and Chap 197 is noticed. 
Both chapters were part of the orig- 
inal Public Utility Act. (Chapter 499, 
Laws of Wis 1907.) The subsequent 


separation of the sections of the orig- 
inal act did not repeal any portion of 


the act. Section 196.24, Stats, reads 
today as it did before the separation. 
And no doubt exists that this section 
applies to hearings in municipal ac- 
quisition proceedings. In the original 
chapter the provision in that section 
(§ 196.24(3), Stats) was general and 
was to apply to all hearings. As sug- 
gested by the attorney general, nei- 
ther Chap 499 Laws of Wisconsin 
1907 nor any provision of Chap 197 
created by the division of the chapter 
makes any specific provision for the 
procedure to be followed by the Com- 
mission in its conduct of proceedings 
for the municipal acquisition of utility 
property except the provision that a 
public hearing shall be held upon the 
matter of the just compensation and 
terms and conditions for the taking of 
the property, and a further provision 
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as to the notice of such hearing that is 
required to be given. Section 197.05 
(1), Stats. 

In Superior Water, Light & P. Co. 
v. Public Service Commission (1939) 
232 Wis 616, 32 PUR(NS) 442, 288 
NW 243 on which the appellant relies, 
the provision of Chap 196 which was 
sought to be applied to proceedings un- 
der Chap 197 was one which had been 
added by § 2, Chap 183, Laws of Wis 
1931, and was not a part of the original 
act. The court there points to the leg- 
islative history of these two chapters 
and the decision cannot be interpreted 
as holding that in all cases, Chap 196 
has no application to Chap 197. This 
practice of hearing testimony by an ex- 
aminer is a well-settled method of pro- 
cedure and has facilitated the function- 
ing of the Commission. A _ require- 
ment of hearings conducted by the 
Commission in person would add im- 
mensely to the duty of the Commission 
and in a considerable degree counter- 
act the result sought to be accomplished 
by that legislation. It is the declared 
public policy of the state and a party’s 
rights are not jeopardized by such a 
procedure. Such reason or practice 
to warrant condemnation of it arise, 
the legislature is the body to be ap- 
pealed to. 

[2] Appellant.contends further that 
the Commission acting in a judicial ca- 
pacity as a trier of fact, should not be 
allowed to produce its own witnesses 
because of the danger of losing its 
character as a judicial body. We rec- 
ognize that close association in a com- 
mon effort may lead a trier of facts 
to place confidence in an associate but 
it does not necessarily follow that par- 
tiality will result. Here the witnesses 
were subjected to cross-examination 
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by the counsel of the appellant and to 
that extent occupied no more favorable 
position than did the expert witnesses 
of either the city or the company. And 
it is probable that the Commission’s 
expert testimony was as impartial as 
the testimony of the experts produced 
by the interested parties. Fault may 
be found with the practice of calling 
for expert opinions by each adversary 
ina judicial proceeding and leaving the 
court or jury to choose between the 
contradictory testimony possibly affect- 
ed by the desire to place the interest of 
the respective party in the most favor- 
able light. Whatever method is used 


there will be room for criticism. A 
hearing may be judicial when in the 
full sense of the word the evidence 
acted upon is adequately disclosed. It 
was no doubt contemplated by the leg- 
islature in placing the appraisal of a 


utility, a highly technical problem, in 
the hands of the Commission, that 
without compromise of the require- 
ments inherent in a fair hearing “on 
the footing of convenience or expe- 
diency or because of a natural desire 
to be rid of harassing delay” some 
difficulties might thus be eliminated 
in matters where a municipality is 
acquiring property of a public utility 
without jeopardizing the rights of the 
public or of a private owner. Sec- 
tion 196.855, Stats reads: 

“Expenses incurred by the Commis- 
sion in making any appraisal or in- 
vestigation of public utility property 
under the provisions of Chap 197 shall 
he charged directly to the municipality 
making the application. ss 

There is every indication that the 
legislature intended such investigations 
to be made and it would appear that the 
best use that could be made of such in- 


vestigations would be introduction as 
evidence before the examiner so that 
the testimony can be subjected to in- 
vestigation and the witnesses examined 
by counsel of both parties. See Ohio 
Bell Teleph. Co. v. Ohio Pub. Utilities 
Commission (1937) 301 US 292, 81 
L ed 1093, 18 PUR(NS) 305, 57 S 
Ct 724, and Marin Water & Power Co. 
v. Railroad Commission (1916) 171 
Cal 706, 154 Pac 864, Ann Cas 1917C 
114. 


[3] The remaining question relates 
to the sufficiency of the sum of $131,- 
600 determined upon by the Commis- 
sion as just compensation. In the 
Oshkosh Waterworks Co. v. Railroad 
Commission, 161 Wis 122, PUR 
1915D 336, 341, 152 NW 859, 862, 
LRA1916F 592, this court in refer- 
ring to the valuation of the utility 
said: “In the last analysis it is 
the exercise of a sound and com- 
petent business judgment upon many 
elements of uncertain and debate- 
able value considered as a_ busi- 
ness entity. Hence grave errors in 
arriving at and seriously affecting 
the final result must be shown before a 
valuation of the Commission can be set 
aside.” We are to determine whether 
substantial evidence existed upon which 
the judgment of the Commission 
was based. The Commission had be- 
fore it the reports of the engineers of 
the company, the city and the Commis- 
sion’s staff. It is unnecessary to state 
at length the qualifications of these ap- 
praisers. They were qualified to tes- 
tify covering matters upon which they 
gave testimony, some perhaps better 
qualified in one phase of the problem 
than another. The valuations made 
by these men were arrived at independ- 
ently. Not until all three had complet- 
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ed their investigations were the results 
compared. All three determined the 
reconstruction cost new of the utility, 
the per cent condition of the plant and 
the reconstruction cost new minus de- 
preciation. The results of the investi- 
gations as to present condition, recon- 
struction cost new and reconstruction 
cost new minus depreciation are as fol- 


Company Staff City 


$191,046 $173,404 $166,184 
77 66 52 


% Condition .. 
RN minus de- 
preciation ... 


$147,671 $114,522 $88,675 

There is a great variation between 
the results arrived at by the different 
engineers. It is admitted that the 
Commission in arriving at the fair 
valuation placed a great deal of em- 
phasis on the testimony of the Commis- 
sion’s staff engineers whose estimates 
lie in the middle between the extremes 
of the company’s and city’s valuation. 
As this evidence was admissible there is 
no reason why, if the Commission be- 
lieved this valuation to be near the cor- 
rect figure, it was not justified in rely- 
ing on it. Appellant contends that both 
the engineer for the city, Mr. George 
Miller and Mr. Rust for the Commis- 
sion erred in using the “age and life” 
method in determining the depreciation 
of the plant. Average age tables, it 
contends, takes into consideration fu- 
ture exigencies such as accidents which 
should not be borne by the seller but 
are risks to be assumed by the buyer, 
the city. It contends that the method 
of determination of depreciation by ob- 
servation and the exercise of judgment 
used by the company’s engineer, Mr. 
Learned, is superior. On the other 
hand, the defendant city contends that 
the method used by the company’s en- 
gineer in determining reconstruction 
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cost new was highly speculative, pro- 
viding for construction of a “de-luxe” 
plant, not actually within the realm of 
actual practice of the appellant com- 
pany and that the determination by the 
city’s expert witness was on the basis 
of actual performance and construction 
records of the Lake Superior District 
Power Co. Certainly the Commission 
gave its considered judgment after the 
sifting of the testimony. It had ample 
evidence of a substantial quality be- 
fore it. No reason for reversing the 
circuit court’s judgment appears. 


[4] The appellant contends that the 
Commission failed to consider “going 
value” of the company in arriving at 
its valuation. The only witness who 
attempted to set a definite amount as 
“going value’ was the expert for the 
company who set the figure at $17,177 
representing the cost of establishing 
the business. Other evidence was pre- 
sented by the president of the compa- 
ny and by two brokers. The presi- 
dent’s testimony tended to show a 
marked growth of load at Medford and 
a simultaneous decline in the average 
cost from June 20, 1931, to June 30, 
1941, covering all classes of service. 
Evidence of losses sustained by the 
company in sales campaigns from 
1931 to 1940 was also produced, The 
Commission, in its decision and find- 
ings, did not fix upon a separate 
amount as “going value” but in its 
opinion it did say: ‘We have consid- 
ered all the evidence before us concern- 
ing going value and have given such 
weight to that evidence as it appeared 
to deserve. We have not made any 
separate determination of the amount 
that should be allowed for the going 
value in the just compensation herein 
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» pro- determined.” (43 PUR(NS) 506, ered and allowed for in arriving at the 
luxe” 513.) Going value, even when an ap- final result.’’ In that case the ‘circuit 
im of propriate element to be included, need court had attempted to fix the amount 
com- not in all cases be separately stated and allowed for by the Commission as “go- 
by the appraised as such. Here again, the ing value” as the difference between 
basis judgment of reasonable men might dif- the amounts determined as reconstruc- 
uction fer and the failure to find a definite tion cost new minus depreciation and 
istrict amount for that element does not in- other items evaluated by the Commis- 
ission dicate that the Commission did not sion and the final sum arrived at as 
er the make the allowance it says it did. “just compensation.” However, it 
ample Courts have recognized the difficulty was necessary to disregard this attempt 
y be- of setting a definite sum as represent- of the court to name the sum for “go- 
ig the ing “going value.” In Appleton Wa- ing value” since the Commission itself 
terworks Co. v. Railroad Commission had not done so. Various items are no 

at the (1913) 154 Wis 121, 145, 142 NW _ doubt included in the $131,600 named 
going 476, 483, 47 LRA(NS) 770, Ann as “just compensation” and in view of 
ng at Cas 1915B 1160, the court said: “The the Commission’s statement in its deci- 
ae Commissioners who were placed on the sion that the “going value” was con- 
nt as stand were unable themselves to name __ sidered we conclude that in arriving at 
r the any definite sum which they were will- this final valuation the Commission 
7,177 ing to say they considered in their did consider carefully this item and 
shing minds as the ‘going value,’ although that it is represented in its final deter- 
; pre- both testified in corroboration of the mination. . 
mpa- report that ‘going value’ was consid- Judgment affirmed. 
presi- 
Ww a 
d and 
eas PENNSYLVANIA PUBLIC UTILITY COMMISSION 
e 30, 
rvice. 
+ the Re Charles C. Rosen 

from 

The Application Docket No. 24385, F. 7 

find- January 24, 1944 
sabe ETITION for reopening, further consideration, and further 
" ae Piswine in proceedings relating to grant of operating rights; 
nsid- denied. 
cern- 

such Procedure, § 34 — Rehearing — Time limitation. 
ared 1. A petition for rehearing filed 135 days after receipt of the Commis- 
any sion’s order by the petitioners must be denied for failure to file within the 
15 days prescribed in § 1006 of the Public Utility Law, p. 92. 

ount Procedure, § 33 — Rehearing — Grounds — Law violations. 
ree, 2. Rehearings should be sought only for the purpose of questioning the 
erein propriety of Commission determinations, and they are not appropriate for 
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the purpose of directing the Commission’s attention to violations of its 
orders or the law, as such matters should be brought before it by com- 


plaint proceedings, p. 93. 


By the Commission: This matter 
comes before us upon petition by W. 
J. Dillner Transfer Company, John 
Benkart and Sons Company, Moor- 
Flesher Hauling Company, and Al 
Zeffero for reopening, further consid- 
eration, and further hearing in the 
proceedings at A. 24385, F. 7, where- 
in Charles C. Rosen was granted the 
rights previously held by Harry J. 
Ashcraft at A. 32710, F. 2. 

The petition alleges, inter alia, that 
the life of any franchise is subject to 
and contingent upon the fulfilment by 
the holder of the duty to provide rea- 
sonably adequate and _ continuous 
transportation service to the public; 
that neither Ashcraft nor Rosen has 
engaged in or rendered the type of 
transportation known as heavy haul- 
ing for at least two years last past; 
that the rights and privileges claimed 
by Charles C. Rosen under the said 
order have as a matter of law lapsed 
and become null and void and that the 
order was issued upon a misapprehen- 
sion of the material facts; that said 
Rosen has failed and. refused to ren- 
der adequate transportation service 
since May 15, 1942; that Rosen is at- 
tempting to move the business office 
and center of the certificated rights 
away from Monongahela to Pitts- 
burgh; that he is attempting to estab- 
lish himself as a heavy hauler in Al- 
legheny county, which is already well 
served by competent and experienced 
carriers; that he is seeking to accom- 
plish by contract what he could not ac- 
complish by direct action, because it 
would have been contrary to the public 
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interest to grant a new certificate in 
Allegheny county; and that the exist- 
ence of the rights and privileges he has 
under A. 24385, F. 7, is injurious to 
other carriers of heavy equipment in 
Allegheny county. 

[1] The Commission’s order in the 
proceedings at A. 24385, F. 7 was is- 
sued July 19, 1943, and copies were 
served July 22, 1943, upon all the pe- 
titioners except W. J. Dillner Trans- 
fer Company, which was not a party 
to the proceeding. The petition was 
filed December 15, 1943, or 135 days 
after receipt of the Commission’s or- 
der by the petitioners. 

Section 1006 of the Public Utility 
Law reads as follows: 

“After an order has been made by 
the Commission, any party to the pro- 
ceedings may, within fifteen days after 
the service of the order, apply for a 
rehearing in respect of any matters 
determined in such proceedings and 
specified in the application for rehear- 
ing, and the Commission may grant 
and hold such rehearing on such mat- 
ters. No application for a rehearing 
shall in anywise operate as a super- 
sedeas, or in any manner stay or post- 
pone the enforcement of any existing 
order, except as the Commission may, 
by order, direct. If the application be 
granted, the Commission may affirm, 
rescind, or modify its original order. 
Any order so made after such rehear- 
ing shall have the same force and ef- 
fect as an original order.” 

Since the petition was not filed with- 
in the fifteen days prescribed in said 
section, the petition must be denied: 
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Henry v. Pennsylvania Edison Co. 
(1939) 19 Pa PUC 642, 27 PUR 
(NS) 60. 

[2] The petition anticipates condi- 
tions which have not yet arisen and al- 
leges violations of the Commission’s 
order and the Public Utility Law. Re- 
hearings should be sought only for the 
purpose of questioning the propriety 
of Commission determinations. They 
are not appropriate for the purpose of 


directing our attention to violations of 
our orders or the law. Such matters 
should be brought before us by com- 
plaint proceedings: Re United Parcel 
Service (1941) 22 Pa PUC 406, 39 
PUR(NS) 491; therefore, 

Now, to wit, January 24, 1944, it 
is ordered: That the prayer of the 
petition for reopening, further consid- 
eration, and further hearing be and is 
hereby denied. 
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Pennsylvania Public 


Vv. 


Utility Commission 


Lewistown Transportation Company 


Complaint Docket No. 13961 


February 


14, 1944 


PPLICATION for authority to increase passenger bus rates; 
L \ temporary increase granted. 


Rates, § 143 — Temporary increase — Cost of service — Retroactive wage in- 


creases. 


A temporary increase in passenger bus rates should be authorized to offset 
retroactive wage increases which have been allowed by the War Labor 
Board and are now before the Stabilization Director for approval, but the 
additional revenue received should be impounded pending the outcome of 


the wage matter. 


(BucHANAN, Commissioner, dissents. ) 


¥ 


By the Commission: On Decem- 
ber 14, 1943, the Lewistown Trans- 
portation Company, which furnishes 
passenger bus service in the borough 
of Lewistown and between the bor- 
ough of Lewistown and various points 
in Mifflin county, filed Tariff Pa. 
P.U.C. No. 22, superseding Tariffs 
Pa. P.U.C. Nos. 11 and 13, providing 


for certain increases in rates to become 
effective January 15, 1944. The pro- 
posed increases were filed to offset 
partially wage increases retroactive to 
September 29, 1943, allowed by the 
War Labor Board, subject to approval 
by the Stabilization Director. Certain 
operating changes have been made by 
the company to effect reductions in op- 
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erating expenses and further partially 
absorb the wage increases. It appears 
that the proposed rates will result in 
a net increase in the annual revenue 
amounting to about $10,000 and that 
the proposed wage increase will be ap- 
proximately $23,121. 

The Commission suspended Tariff 
Pa. P.U.C. No. 22 for a period of six 
months and instituted on its own mo- 
tion and investigation against the 
Lewistown Transportation Company 
to determine the reasonablenes of the 
rates. Thereupon respondent peti- 
tioned the Commission, praying that 
the Commission exercise its author- 
ity under the provisions of the Pub- 
lic Utility Law and permit, as a tem- 
porary rate increase, the fares pro- 
posed in Tariff Pa. P.U.C. No. 22, 
pending disposition of this proceeding. 

Respondent’s application indicates 
that temporary rates will cause no in- 
jury to it, and, if the additional reve- 
nue received by respondent is impound- 
ed, other interested parties will be pro- 
tected. 

Upon consideration of the matter, 
based on information now before us, 
we find and determine, in view of the 
retroactive character of the proposed 
wage increase, that temporary rates 
should be permitted, but that the addi- 
tional revenue therefrom should be im- 
pounded until further order of this 
Commission. 


Commissioner Buchanan files a dis- 
senting opinion. 


BuCHANAN, Commissioner, dissent- 
ing: If the Lewistown Transporta- 


tion Company is in need of additional 
income immediately, the majority or- 
der will not grant the relief desired by 
increasing rates and impounding the 
additional proceeds realized from such 
increase. But I am not convinced that 
increased rates is the solution here. 

The new tariff is predicated upon 
wage increases retroactive to Septem- 
ber 29, 1943. The wage increases 
have not as yet been approved by the 
Federal authorities. Perhaps never 
will be. In any event, the wage ques- 
tion should stand entirely on its own 
merits and should not be influenced by 
what the company does in anticipation 
of it. Certainly it seems more con- 
siderate of the public to await the final 
determination of the wage discussions. 

If higher wages are eventually 
granted, then the funds required to 
meet the retroactive pay is a pure bank- 
ing proposition to be in turn amortized, 
along with the other results of the rise 
in wages, through a rate increase to the 
public if present earnings are insuff- 
cient to cover the additional expense. 
Such procedure would have more ac- 
curacy than the mere guesswork of 
the majority method, and certainly 
would cause less burden upon the pub- 
lic. 

Congress has left jurisdiction over 
the inflationary spiral resulting from 
utility rate increases in our hands. It 
has given us no jurisdiction over oth- 
er matters such as wages. The public 
customer is put at a disadvantage by 
this order. 
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MISSOURI PUBLIC SERVICE COMMISSION 


Public Service Commission 


Springfield Gas & Electric Company 


Case No. 9067 
March 9, 1944 


| esr of reasonableness of existing gas and electric 

rates; rate reduction ordered. Effective date of order 

extended on March 16, 1944, March 24, 1944, and again on 
April 10, 1944. 


Expenses, § 37 — Expenses of other departments — Amortization of indebted- 
ness. 

1. A company operating electric, gas, steam-heating, and transportation 
properties ‘should transfer from its electric department to its transporta- 
tion department the amortization of the indebtedness of a transportation 
company acquired pursuant to a Commission order which, because of un- 
profitable transportation business, authorized it to charge this item to the 
electric department, where the transportation department is now operating 
at a substantial profit, p. 100. 


Depreciation, § 38 — Charges to reserve — Operating losses. 
2. Authority of a company operating electric, gas, heating, and transporta- 
tion properties to charge the annual deficit from operation of the trans- 
portation department to the depreciation reserve account should be revoked 
where that department is now operating at a profit, p. 100. 


Rates, § 158 — Reasonableness — Elimination of excess earnings. 


3. An immediate reduction in utility rates that will approach the elimina- 
tion of earnings in excess of a fair return should be ordered when such 
excess is computed upon a tentative rate base that will represent the present 
fair value of the used and useful properties, p. 103. 


Discrimination, § 14 — Rates — Excess profits tax factor. 


4, Rates high enough to make a utility company subject to Federal excess 
profits taxes are unequal and discriminatory, because all utilities are not 
in the excess profits tax bracket and those that are do not each collect the 
same proportionate amount per customer, p. 105. 


Rates, § 158 — Reasonableness — Excess profits tax factor. 


5. Rates should be reduced so as to exempt a utility company from the 
excess profits tax bracket when such elimination will not result in unfair 
or unreasonable conditions for the utility, p. 105. 


Return, § 24 — Reasonableness — Attraction of capital. 
6. The return of a public utility should be sufficient to meet capital costs, 
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to allow sufficient return to assure confidence in the enterprise, and to 
maintain its credit so that it may attract capital, p. 106. 


Return, § 22 — Reasonableness — Payment to security holders. 
7. Rates producing net operating revenues which are more than ample to 
meet all interest and dividend requirements on bonds and preferred stock 
and to allow dividends on the common stock and a substantial addition to 
surplus provide an adequate return, p. 106. 


By the Commission: The Spring- 
field Gas and Electric Company (which 
will be hereafter referred to as the 
Company) is a Missouri public utility 
corporation with principal offices at 
Springfield, Missouri, where it owns 
and operates electric, gas, steam-heat- 
ing, and transportation properties. 
The Company serves the city of 
Springfield and the rural territory ad- 
jacent to and surounding the city. It 
serves approximately 21,462 electric 
consumers, 11,759 gas consumers, 60 
steam-heating customers in the city’s 
principal business district, and pro- 
vides the only means of public trans- 
portation within the metropolitan area 
other than taxicabs. 

The annual reports of the Company 
filed with this Commission for the 
years 1940, 1941, and 1942 each in- 
dicate that earnings for those years 
were in excess of a fair return. Dur- 
ing each of the past three years peri- 
odic informal conferences have been 
held by the Commission with the of- 
ficials of the Company at which the 
excess earnings were the subject of 
discussion. The primary purpose of 
these conferences was to obtain vol- 
untary adjustments in rates so as to 
eliminate excess earnings. 

No reductions in rates were effected 
by these conferences because at the 
end of each year the Company’s of- 
ficials insisted, and produced figures 
purporting to show, that the ensuing 
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year would not produce an excessive 
return. Particularly did they represent 
at the end of the year 1942 that there 
would be no excess earnings in the 
year 1943, but in October, 1943, a 
tentative study by the Commission’s 
accounting department, quite contrary 
to said representations, again indicated 
excess earnings for that year. This 
condition was again called to the Com- 
pany’s attention at another conference, 
but no satisfactory solution was of- 
fered by the Company, the result being 
that the Commission deemed prompt 
action necessary for the protection of 
the Company’s customers, and issued 
its order of December 22, 1943, requir- 
ing the Company to show cause why it 
should not reduce its rates charged for 
electricity by at least $75,000 annually 
(which was the minimum reduction in- 
dicated by the information before the 
Commission at that time) and further 
ordered the accounting and engineer- 
ing departments to make such investi- 
gation and gather such information 
as would enable the Commission to de- 
termine the justness and reasonableness 
of the rates being charged and set the 
cause for hearing on Monday, Febru- 
ary 14, 1944. 

A hearing was held before the 
Commission on February 14 and 15, 
1944, at its hearing room in Jeffer- 
son City pursuant to the aforesaid 
order. At the hearing members of 
the accounting and engineering staff 
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and the general counsel appeared for 
the Commission. The Company ap- 
peared by its attorneys, Messrs. 
Dan M. Nee and A, P. Stone. The 
city of Springfield having previous- 
ly filed an intervening petition and 
having been granted leave by the 
Commission to intervene and be made 
a party to this cause, appeared by its 
attorney, Ted Beezley. The Spring- 
field Chamber of Commerce filed an 
intervening petition and the Commis- 
sion granted leave for said chamber of 
commerce to intervene and be made 
aparty and said chamber of commerce 
appeared by Louis W. Reps, its execu- 
tive director. A group of twelve com- 
mercial and industrial electric custom- 
ets of the Company also filed an in- 
tervening petition at the beginning of 
the hearing and were granted leave 
to intervene but did not enter appear- 
ance on the record by anyone at the 
hearing and did not participate in or 
offer any evidence at the hearing. 

At the start of the hearing the Com- 
pany filed and presented its “Motion 
to Vacate” wherein it offered a volun- 
tary reduction in electric rates of ap- 
proximately $75,000 annually in the 
rates charged for commercial lighting 
and power service and further offered 
to accrue and set up in a “deferred 
maintenance and contingency reserve” 
the sum of $50,000 and prayed the 
Commission in view of this offer to 
vacate its order of December 22, 1943. 
Regarding this motion, the Commis- 
sion’s counsel, Mr. Randolph, stated: 

“Now, in view of the evidence that 
has been gathered by the Commission’s 
staff, which will show excess earnings 
for 1943, and anticipated’ excess earn- 
ings for 1944, substantially in excess 
of this offer, I want to ask at this time 


(7) 


that the Commission receive the evi- 
dence of the staff before attempting 
to pass on this motion, because it will 
better enable the Commission to judge 
the fairness of the offer that has been 
made, and just hold this motion until 
the evidence is heard.” 

At the conclusion of all the evidence 
the Commission stated : 

Commissioner Henson: The Com- 
mission has duly considered all of the 
evidence in this case and it is evident 
therefrom that the Company has re- 
ceived excessive earnings exceeding 
the amounts of reduction and im- 
poundment voluntarily offered to be 
put in effect by the Company in this 
motion. The Commission feels that 
its duty to the customers of this Com- 
pany requires a speedy determination 
of this case, for the reason that if they 
are entitled to reductions relief should 
not be unduly deferred. The motion 
to vacate is therefore by the Commis- 
sion overruled. 

Following this, counsel for the Com- 
pany requested additional time to pre- 
pare and present additional evidence. 
Counsel for the Commission thereupon 
stated : 

“And, I have no objections to giving 
the Company six months or even a 
year, if they want it, to prepare fur- 
ther information in this case for the 
Commission, but if they are going to 
be given additional time, now, they 
have had as much time as our staff had, 
if they are going to be given additional 
time, I am going to insist that this 
Commission enter an immediate order 
reducing rates or at least ordering the 
Company to reduce rates by some 
amount compatible to the evidence here 
—ordering the Company, I mean, by 
some amounts compatible to the evi- 
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dence produced here and require the 
Company to file schedules here reflect- 
ing that reduction, and put those rates 
into effect as experimental rates. And, 
by doing that, that will aid in the in- 
vestigation here, so that at that time 
when the Company can be prepared, 
we can have the benefit of the experi- 
ence of the Company under the experi- 
mental rates and the Commission will 
better be able to determine whether or 
not some further action is necessary.” 

The Commission thereupon stated: 

Commissioner Henson: The Com- 
mission will grant the parties until 
Wednesday, March 22, 1944, to pre- 
pare and submit such additional evi- 
dence in this case as it may desire, and 
as the city and our staff may wish to 
add. However, the Commission is of 
the opinion that it should announce at 
this time that the evidence submitted 
clearly indicates that an order should 
issue promptly establishing experi- 
mental rates to produce a reduction in 
an amount to be determined by the 
Commission. 

We think that our duty to the cus- 
tomers of this Company requires such 
an order be issued in order to protect 
and preserve their rights pending other 
and later orders of this Commission 
herein. After hearing such further 
evidence offered, if any, the Commis- 
sion will determine such other excess 
earnings and reductions, if any, are 
due. The Commission in its later 
order will give due consideration to 
the effects of said experimental rates 
on the Company’s earnings. And, our 
order on the experimental rates prob- 
ably couldn’t be gotten out, giving due 
consideration to transcribing this evi- 
dence, possibly couldn’t be gotten out 
under two or three weeks. And, the 
53 PUR(NS) 


figures and the amount and where jt 
should be placed will all be determined 
in the order. 

In view of this report and order 
further hearing on March 22nd may 
not be desirable to the parties or neces. 
sary, but with the full record of the 
hearing now before us viewed in the 
light of the above-quoted ruling, we 
now proceed to the problem at hand. 

Witness Homer L. Thorp, account- 
ant and member of the Commission's 
accounting staff, identified Commis. 
sion’s Exhibit No. 1. This exhibit 
first shows the accounting depart- 
ment’s finding of the original cost of 
the properties of the Company used 
and useful in the public service. The 
orignial cost, exclusive of the trans- 
portation department property, is 
shown to be $5,465,388.76, as of De- 
cember 31, 1943, allocated to depart- 
ments as follows: 
$3,855, 182.67 


1,434,086.05 
176,120.04 


Electric 
Gas 
Heating 
Some reference was made at the 
hearing to the fact that this exhibit 
designated the original cost as “esti- 
mated original cost.”” The reason for 
this designation was explained by the 
fact that “original cost” is the cost of 
the Company’s properties as found 
from its records. In some instances 
the Company’s records were missing 
and the costs of some items of prop- 
erty had to be and were determined 
from other reliable information. The 
fact that this accounting term “esti- 
mated original cost’? was used in Com- 
mission’s Exhibit No. 1 does not make 
the finding of original cost therein any 
less reliable and we are of the opinion 
that the “estimated original cost” o! 
the Company’s properties as shown il 
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said Exhibit No. 1 is the best original 
cost figure as of December 31, 1943, 
now available. The evidence shows 
that when the accounting department 
completes its check of the Company’s 
2-D original cost study, which is the 
Company’s estimate of the original 
cost of its property, it is anticipated 
that this figure will be revised down- 
ward. 

Following the finding of original 
cost, Exhibit No. 1 next took up the 
Depreciation Reserve as recorded by 
the Company and made some adjust- 
ments therein which need not be con- 
sidered in this report, except that it 
is noteworthy that in January, 1937, 
and immediately in advance of an or- 
der of the Commission fixing the an- 
nual rate for accruals in the Deprecia- 
tion Reserve the Company transferred 
$600,000 from Depreciation Reserve 
to Surplus. $550,000 of this amount 
was transferred from the electric de- 
partment reserve and $50,000 from the 
gas department reserve. Whether or 
not the Commission can or should or- 
der this amount to be restored to the 
Depreciation Reserve is a question that 
need not be passed upon at this time, 
but, without question, the Depreciation 
Reserve is money that has been collect- 
ed from the customers of the Company 
for a specific purpose and once col- 
lected for that purpose should be used 
accordingly. Without now passing 
upon the lawfulness of this action by 
the Company, the Commission strong- 
ly disapproves of diverting funds from 
the Depreciation Reserve and using 
them to finance the acquisition of an- 
other business without applying to or 
in any manner consulting the Commis- 
sion about the use of such funds. 

Exhibit No. 1 next shows the result 


of a study of the Company’s require- 
ments for Working Capital and rec- 
ommends an allowance for this pur- 
pose of $101,734.73 allocated to de- 
partments as follows: 


$87,169.59 


These figures include Cash Working 
Capital as well as Materials and Sup- 
plies on hand and in our opinion 
represent reasonable allowances for 
such purposes. 

A number of adjustments of oper- 
ating expenses which are detailed in 
Exhibit No. 1 and which need not be 
here discussed were largely brought 
about by adjusting the apportionment 
of items of operating expense between 
the Company’s four departments and 
the net revenue for 1943 was adjusted 
accordingly. In all there are eleven 
such items. A summary of the effect 
of these adjustments of operating ex- 
penses for 1943 made in Exhibit 1 
shows a net decrease in the electric 
department of $37,882.83 and a net 
decrease in the gas department of $6,- 
242.04, and corresponding increases in 
the net revenue of these departments. 
We do not mention the heating and 
transportation departments for the 
reason that no attempt will be made to 
deal with them at this time. 

Exhibit No. 1 next shows the re- 
sults of a study of Operating Revenue 
and Expenses and recommends sever- 
al adjustments which will affect net 
income for the year 1944. The study 
first considers wage increases granted 
Company employees February 15, 
1943, and points out that this item, had 
the increase been in effect during the 
entire year 1943, would result in an 
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increase in operating expense of 
$5,250. 

It next points out an increase in the 
gross revenue tax levied by the city 
of Springfield from 3 per cent to 5 per 
cent. This increase became effective 
October 1, 1943, and had it been ef- 
fective throughout the entire year 
1943 the operating expenses of the 
electric, gas, and heating departments 
would have been increased $41,357.49. 

This gross revenue tax being a part 
of the Company’s operating expense is 
paid by the customers and had the city 
of Springfield not seen fit to burden 
the Company’s customers with the in- 
crease in this tax the rate reduction 
hereinafter ordered could have been in- 
creased proportionately. 

The study next points out that dur- 
ing the year 1943 the Company 
charged operating expense with $14,- 
604 to amortize rate case expense pre- 
viously incurred in this case and that 
the amortization of this expense was 
completed in November, 1943. This 
will result in a decrease of that amount 
in the future operating expenses of the 
electric department. 

[1] The exhibit next shows that by 
a previous order of the Commission 
in this case, issued in 1936, 16 PUR 
(NS) 267, the Company was author- 
ized to charge the operating expenses 
of the electric department with $11,- 
316 annually for a 10-year period to 
amortize a portion of an indebtedness 
of the Springfield Traction Company 
that existed at the time the traction 
company was taken over by the Com- 
pany. It points out further that the 
transportation department is now 
operating at a substantial profit and 
that in 1943 and after adjustment it 
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had a net income, available for return, 
of $105,182.62, and consequently js 
now more than able to absorb the 
amortization of this debt. Because of 
this situation the accounting depart- 
ment recommends that the amortiza- 
tion of this debt be hereafter taken 
over by the transportation department, 
Since this charge to the operating ex- 
penses of the electric department was 
authorized by the previous order of 
this Commission, it now appears, in 
view of the evidence, that this charge 
should be ordered discontinued and be 
hereafter borne by the transportation 
department and it will be so ordered. 

[2] At this point another part of 
that 1936 order should be considered. 
That order also authorized the Com- 
pany to charge the actual deficit an- 
nually, if any, of the operation of the 
transportation department to the De- 
preciation Reserve Account to an 
amount not to exceed $20,000 annual- 
ly. No such charge has ever been 
made. However, in view of the pres- 
ent profitable operations of the trans- 
portation department there no longer 
appears any necessity for said author- 
ity and same will be ordered revoked. 

A study of the recommended ad- 
justment of the items of operating ex- 
pense, hereinbefore discussed, is 
shown to result in a net increase in 
net revenue after taking into account 
their effect on Federal Income and 
Excess Profits Taxes, of only $5, 
758.58. This is the over-all effect upon 
the operations of all the Company's 
departments. When considered by de- 
partments, particularly the electric and 
gas departments with which we are 
now concerned, the result is an in- 
crease of $20,325.33 in net revenue of 
the electric department and a decrease 
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of $2,635.33 in net revenue of the gas 
department. 

Exhibit 1 next treats the Company’s 
accruals for Federal Income and Ex- 
cess Profits Taxes for the years 1941 
and 1942 and points out that in those 
two years the overaccruals for these 
taxes were $76,963.92 in excess of the 
actual payments made for the period. 
There is no way to determine whether 
or not such an overaccrual has been 
made in 1943 until the 1943 Income 
and Excess Profits Tax returns are 
fled, but if an adjustment should be 
made for this overaccrual on the basis 
of the average thereof for the years 
1941 and 1942, it would result in a 
decrease in the tax expense of the 
Company of $52,888.54. Allocated to 
departments the result would be a de- 
crease for the electric department of 
$33,424.50 and the gas department of 
$9,914.49. No adjustment of this 
possible overaccrual was made or con- 
sidered in this order. 

Witness Stanley B. Nelson, an en- 
gineer and member of the Commis- 
sion’s engineering staff, testified that 
he had made a study of the properties 
of the Springfield Gas & Electric Com- 
pany, just prior to the hearing, for the 
purpose of determining the per cent 
condition of the properties. He esti- 
mated the per cent condition of the 
electric properties to be approximate- 
ly 85 per cent and the gas properties 
to be approximately 80 per cent and 
stated further that in his opinion 
based upon his observation and studies 
of the Company’s properties, those 
figures disclose the present existing 
depreciation to be 15 per cent in the 
electric properties and 20 per cent in 
the gas properties. On cross-exami- 
nation Mr, Nelson also testified that 


he was in charge of the work done in 
making an inventory and appraisal of 
the properties of the Company as of 
July 1, 1936, and which was filed with 
the Commission on February 7, 1937. 
This appraisal showed the Reproduc- 
tion Cost New undepreciated of the 
Company’s properties in the electric, 
gas, and steam-heating departments 
used in the public service to be a total 
of $4,795,655. This figure when re- 
duced by the amount of existing de- 
preciation found became $4,278,223 
and was shown to include Working 
Capital. By departments this Repro- 
duction Cost New of the Company’s 
properties, less depreciation, including 
an allowance for Working Capital, 
was shown to be as follows: 
$2,843,466 
1,311,965 
122,792 
Witness Nelson was later recalled 
and testified that he had made further 
studies of the properties for the pur- 
pose of making a recommendation for 
the annual rates to be used for accru- 
als in Depreciation Reserve and recom- 
mended that in the electric department 
3 per cent of the original cost of the 
depreciable property be set aside an- 
nually to meet materializing and ac- 
cruing depreciation. Likewise in the 
gas department he recommended a 
rate of 2 per cent per annum for this 
purpose. For the purposes of this 
order we shall require no change in 
the annual rates for accrual in Depre- 
ciation Reserve and shall order the an- 
nual rates now in use for this purpose 
to be continued in effect. 


Witness W. C. Ross, an accountant 
and member of the accounting staff of 
the Commission identified Commis- 
sion’s Exhibits 2, 3, 4, and 5 and tes- 
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tified that each of said exhibits were 
calculations made by him at the re- 
quest of Mr. Randolph, Commission’s 
counsel. Exhibit No. 2 is a computa- 
tion of the excess earnings of the 
Company by departments for the year 
1943, using the original cost of the 
property, as found in Exhibit 1, unde- 
preciated, and adding thereto Work- 
ing Capital to arrive at a rate base. 
The rate base figure thus arrived at 
for the electric department is $3,942,- 
352.26. On this basis the earnings of 
the electric department for the year 
1943 are shown to be $119,371.01 in 
excess of a 64 per cent return. Using 
the same method, Exhibit 2 shows a 
rate base for the gas department of 
$1,448,521.67. It shows further that 
on this basis the earnings of this de- 
partment for the year 1943 were $17,- 
266.76 in excess of a 6$ per cent re- 
turn. The heating department is like- 
wise treated and is shown to be slightly 
under a fair return and need not here- 
after be considered in this report and 
order. 

Exhibit 3 is a computation of ex- 
cess earnings of the Company for the 
year 1943 using estimated original 
cost of the properties of each depart- 
ment as shown in Commission’s Ex- 
hibit 1, reduced by the amount of the 
Company’s Depreciation Reserve as 
shown on the books, plus an allowance 
for Working Capital, as a rate base. 

Exhibit No. 4 is a computation of 
anticipated excess earnings of the 
Company for the year 1944, using 
estimated original cost, as shown in 
Commission’s Exhibit 1, undepreci- 
ated, plus Working Capital as a rate 
base. This is the same rate base used 
in Exhibit No. 2. A 6} per cent re- 
turn is calculated on this rate base for 
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each department and this figure js 
then deducted from the anticipated net 
revenue of the Company for the year 
1944 adjusted to correspond with the 
adjustments affecting net revenue 
shown in Exhibit 1. This calculation 
shows anticipated excess earnings in 
the electric department for the year 
1944 of $139,696.34 and in the gas 
department an excess of $14,631.43. 

Exhibit 5 is a computation of an- 
ticipated excess earnings of the Com- 
pany for the year 1944 using as a rate 
base depreciated original cost plus an 
allowance for Working Capital. 

The Company introduced in evi- 
dence a total of fourteen exhibits. 
Company’s Exhibit 1 is a memoran- 
dum to the Commission dated May 20, 
1940, from S. B. Nelson, chief engi- 
neer of the Commission. In sub- 
stance this memorandum points out 
that even after a voluntary rate reduc- 
tion in the electric department in 
1937 excess earnings by the Company 
in that department were still indicated 
and that a further substantial reduc- 
tion in electric rates was indicated. 

Company’s Exhibits 2 to 10, inclu- 
sive, are copies of memoranda directed 
to the Commission by its accounting 
department calling the Commission’s 
attention to the fact that the annual 
reports of the Company for the years 
1940, 1941, and 1942 show excess 
earnings. The first of these memo- 
randa is dated May 8, 1941. All of 
these memoranda discuss various 
possible rate bases and show various 
calculations of excess earnings based 
on various speculations as to a rate 
base. Most of the figures used in 
these memoranda are based on infor- 
mation furnished by the Company and 
there is no pretense that any of the 
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yarious rate bases discussed are bases 
that would be acceptable to the Com- 
mission in a formal rate case and such 
evidence is wholly lacking in proba- 
tive value on the question of a fair 
value of the Company’s properties for 
rate-making purposes. The only value 
that the Commission can allot to such 
evidence is that it discloses that the 
Company has too long been the bene- 
fciary of excessive earnings. 

Company’s Exhibit No. 11 was a 
report and order in this case issued 
by the Commission under date of 
October 23, 1936, 16 PUR(NS) 267. 
Other than the fact that it discloses 
apart of the history of this case, it is 
of little aid to the Commission in 
solving the problems now presented. 

Company’s Exhibit No. 12 is a re- 
port on a motion for rehearing in this 
case under date of January 6, 1937, 
17 PUR(NS) 145, and like Exhibit 
No. 11 is valuable to the Commission 
as another part of the background of 
this case but is of little aid in deter- 
mining the present fair value of the 
Company’s properties used and useful 
in the public service and in determin- 
ing what, if any, rate reductions 
should be ordered. 

Company’s Exhibit No. 13 is an ex- 
hibit used in a previous rate case of 
the Springfield Gas & Electric Com- 
pany, same being Case No. 2538 
(1923) PUR1924A 613, before this 
Commission. Exhibit No. 14 is a part 
of an exhibit used in the aforesaid 
Case No. 2538, supra, and like the 
previous 3 exhibits was already before 
the Commission as a part of its rec- 
ords and history of this Company. 

After the introduction of these ex- 
hibits by Company’s counsel, Com- 
mission’s counsel requested that all the 
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Commission’s files and records in this 
case and in all other cases dealing with 
this Company be considered in evi- 
dence for whatever weight and value 
the Commission might desire to give 
them in this hearing. Following some 
argument about this request the record 
shows that the following occurred: 


Mr. Stone: So far as the Company 
is concerned, we will have no objec- 
tions to the Commission referring to 
and considering any portion of the files 
in this Case No. 9067, or in the gas 
rate Case No. 2538, or in the old Mc- 
Gregor-Noe Hardware Case, the pre- 
cise case number of which I cannot 
supply at this time. I believe that 
the McGregor-Noe Case was Case No. 
15. 

Commissioner Ferguson: And, re- 
ported in volume 1 of the Commis- 
sion’s report and orders. 

Mr. Randolph: Let the record show 
that it is agreeable to the counsel of 
the Commission— 

Mr. Beezley: Let the record show 
that that is agreeable with the counsel 
of the city of Springfield. 

Mr. Randolph: —with the further 
understanding that in the event of a 
review, that all irrelevant matters con- 
tained in the files and records in these 
cases will be eliminated from the rec- 
ord, taken up for review. 

Mr. Stone: It was my understand- 
ing that in making this statement in 
the record, we were not thereby offer- 
ing into evidence all of these previous 
files but simply stipulating as to what 
the Commission might do. 

Mr. Randolph: That is right. 


[8] From all of the evidence now 
before the Commission, one fact is 
clear and outstanding and that is that 
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this Company is now and has been for 
the last several years earning in ex- 
cess of a fair return and an immediate 
rate reduction is in order. What this 
rate reduction should be and upon 
what basis it should be calculated is 
our next problem. 

The Commission is of the opinion 
that it should order an immediate re- 
duction in the rates of the Company 
that will approach the elimination of 
excess earnings when such excess is 
computed upon a tentative rate base 
that will represent the present fair 
value of the used and useful proper- 
ties of the Company serving the pub- 
lic in the electric and gas departments. 
The reduction to be ordered will be 
for the purpose of putting into force 
new schedules of rates as experimental 
rates, which after a trial period will 
enable the Commission to determine 
accurately the required rates to yield 
the Company a fair return when the 
Commission makes a final determina- 
tion of the value of the Company’s 
properties and establishes its rate base 
after further investigation and hear- 
ing. To fail to issue an immediate 
order for rate reductions would result 
in continuing excess payments by the 
consumers and such payments, the 
Commission would be unable to re- 
cover for the consumer paying them. 


As heretofore pointed out, addi- 
tional information is required from 
the accounting department, especially 
in connection with the checking of the 
Company’s 2—D original cost study, 
and additional studies will be made by 
the engineering department before the 
Commission makes a final determina- 
tion of the value of the properties de- 
voted to public service. The Company 
has requested additional time in which 
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to gather and present further evidence 
on this question and the Commission 
is willing that the Company as well as 
its own staff have ample time to com- 
plete their investigations and present 
such additional evidence at such fur- 
ther hearing or hearings as may be 
required. 

As heretofore stated the Commis- 
sion has before it all of the files and 
records in various rate cases in which 
this utility was involved. At June 30, 
1936, the Commission’s engineers 
found the reproduction cost new of 
electric, gas, and heating property of 
this Company used in public service 
to be $4,795,655. Following this find- 
ing certain additions and betterments 
to the Company property are ascer- 
tainable from the files, records and re- 
ports in the Commission. These ad- 
ditions and betterments amount to 
$1,077,831 and the total of these two 
depreciated to the present condition as 
testified to by witness Nelson in this 
hearing amount to $4,953,328 which 
is the approximate reproduction cost 
new less depreciation of the Com- 
pany’s property which is before the 
Commission for such consideration 
and value as the Commission deems fit 
to allow it in its determination here- 
in. This amount includes substantial 
amounts for Working Capital, The 
above-estimated reproduction cost new 
less depreciation is allocated to depart- 
ments as follows: 

$3,465,364.00 


1,380,875.00 
107,089.00 


$4,953,328.00 


We are of the opinion that at this 
time any other procedure for ob- 
taining the reproduction cost would be 
an idle gesture owing to the absence 
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of markets, prices, and many sources 
of information to which engineers 
have recourse in making such a study. 

Section 5659, Rev Stats Mo 1939, 
provides that the Commission in de- 
termining the price to be charged for 
gas or electricity may consider all 
facts bearing upon the question and, 
“with due regard, among other things, 
to a reasonable average return upon 
capital actually expended and to the 
necessity of making reservations out 
of income for surplus and contin- 
gencies.” 

With this statute in mind and in 
view of all the evidence we are of the 
opinion that for the present purposes 
areasonable tentative rate base for the 
electric department may be said to be 
$4,000,000, and for the gas depart- 
ment $1,500,000. These figures for 
each of said departments are substan- 
tially in excess of the original cost of 
the properties as shown in Commis- 
sion’s Exhibit No. 1 and the repro- 
duction cost depreciated hereinbefore 
discussed and take into account not 
only a fair value for the used and use- 
ful properties in each department but 
also a liberal allowance for Working 
Capital and Going Concern Value. 

The evidence shows that on a most 
liberal basis the Company’s earnings 
for the year 1944, after Depreciation 
and Federal Income and Excess Prof- 
its Taxes, computed on the basis of the 
1944 revenue bill, will, at present 
rates, result in a net return to the 
Company of approximately $390,000 
in the electric department and of ap- 
proximately $109,000 in the gas de- 
partment. 

In computing the net return, as 
aforesaid, the Company’s own figures 
were used for Depreciation and: the 
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Federal Income and Excess Profits 
Taxes were based upon the accruals 
for these taxes recorded by the Com- 
pany in 1943. The tax figures were 
then adjusted to give effect to the ad- 
justments in Operating Expenses and 
Federal Income and Excess Profits 
Taxes which are outlined in Commis- 
sion’s Exhibit No. 1 and herein. 
The net revenue so computed in- 
dicates earnings in excess of a 64 per 
cent annual return upon the $4,000,000 
rate base for the electric department 
and the $1,500,000 rate base for the 
gas department. The amount of ex- 


cess by departments is estimated to be 
approximately as follows: 


Electric Department 
Gas Department 11,000.00 

As the Company earnings are large 
enough to make it subject to Federal 
Excess Profits Tax, any reduction in 
gross income results in a reduction, 
first in Federal Excess Profits Tax 
and Federal Income Tax liability and 
ultimately in a reduction in net income 
of the Company. 

[4, 5] As a regulatory body this 
Commission cannot overlook the fact 
that a utility that is paying Federal Ex- 
cess Profits and Income Taxes is col- 
lecting that money from its customers. 
Under the 1944 US Internal Revenue 
Act 95 per cent of income subject to 
Excess Profits Tax is an indirect Fed- 
eral tax upon the customers. To main- 
tain revenues at a level which will pro- 
duce such excess profit taxes is un- 
equal and most discriminatory because 
all utilities are not in the Excess Prof- 
its Tax Bracket and those that are do 
not each collect the same proportionate 
amount per customer. Such ex- 
céss profits tax should be eliminated 
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as nearly as possible when such elimi- 
nation will not result in unfair or un- 
reasonable conditions for the utility. 

[6,7] A reduction in gross revenue 
of the electric and gas departments of 
$335,000 annually will result in re- 
ductions in Federal Excess Profits and 
Income Taxes of approximately $225,- 
000 and in the net revenue of the Com- 
pany of approximately $110,000. A 
reduction of $304,000 annually in the 
gross revenue of the electric depart- 
ment will result in a reduction in net 
income of approximately $100,000 an- 
nually and a reduction of $31,000 
annually in the gross revenue of the 
‘gas department will result in a reduc- 
tion in net income of approximately 
$10,000 annually. 

If such reductions are made the net 
revenue remaining after the reduction 
will be more than sufficient to provide 
a return of 63 per cent on the rate 
bases hereinbefore stated. 

The United States Supreme Court 
in Federal Power Commission v. Hope 
Nat. Gas Co. (1944) 320 US 591, 88 
L ed , 51 PUR(NS) 193, 200, 
201, 64 S Ct 281, states: “From the 
investor or company point of view it 
is important that there be enough rev- 
enue not only for operating expenses 
but also for the capital costs of the 
business. These include service on the 
debt and dividends on the stock. Cf 
Chicago & G. T. R. Co. v. Wellman 
(1892) 143 US 339, 345, 346, 36 L 
ed 176, 12 S Ct 400. By that stand- 
ard the return to the equity owner 
should be commensurate with returns 
on investments in other enterprises 
having corresponding risks. The re- 
turn, moreover, should be sufficient to 
assure confidence in the financial in- 
tegrity of the enterprise, so as to main- 
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tain its credit and to attract capital, 
The Commission is mindful of the im 
portance of meeting capital costs and 
of allowing sufficient return to as 
sure confidence in the enterprise and to 
maintain its credit so that it may at 
tract capital. At December 31, 1943 


the Company had the following stock 
and bonds outstanding: 


Common stock, no par value ... 
7% Preferred stock, par value .. 
5% First mortgage bonds, par 


The interest requirements on the 
5 per cent first mortgage bonds amount 
to $200,700 annually and the. divi 
dends on 7 per cent preferred stoc 
amount to $79,002. At this time we 
are of the opinion we should point out 
how urgent is the need of a refinancing 
program for this Company, when we 
compare their 5 per cent first mortgaged 
bonds with those of comparable com- 
panies bearing interest from 34 pe 
cent to 4 per cent and the preferred 
stock bearing 7 per cent interest to 
that of like companies bearing 5 pe 
cent. The total requirement for in 
terest on bonds and dividends on pre- 
ferred stock amounts to $279,702 an 
nually. The net operating revenue o 
the Company after a reduction in gros: 
revenue of $335,000 annually will 
amount to approximately $490,000 
which is more than ample to meet al 
interest and dividend requirements 0 
bonds and preferred stock even wit 
these high annual fixed charges and to 
allow dividends on the common stoc 
and a substantial addition to surplus. 
This convinces us of the adequacy 0 
the return provided for in this case. 

A reduction in gross annual revenue 
of the electric department in the 
amount of $304,000 and in gross am 
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nual revenue of the gas department of 
$31,000 is not unreasonable or confis- 
catory and will not result in an in- 
sufficient return or in an impairment of 
credit but on the contrary will yield 
an ample return on the tentative rate 
bases and provide ample funds for all 
capital costs and substantial additions 
to surplus to provide for contingen- 
cies, and such reductions will be or- 
dered. 

The Company should immediately 
file new rate schedules with the Com- 
mission reflecting a reduction of $304,- 
000 in the gross annual revenue of 
the electric department and the Com- 
mission is of the opinion that this re- 
duction should apply proportionately to 
all classifications of the Company’s 
dectric customers upon the basis of 
gross revenue. At the same time it 


should file new rate schedules reflecting 
a reduction of $31,000 in the gross 
annual revenue of the gas department 
and this reduction should apply pro- 
portionately to all classifications of the 
Company’s gas customers upon the 
basis of gross revenue. The new rates 
established by the schedules reflecting 
these reductions will be experimental 
rates and this cause will remain open 
on the docket subject to further inves- 
tigations and hearings as hereinbefore 
mentioned in order that the Company 
may have such experience under the 
experimental rates as will enable the 
Commission to determine their full ef- 
fect upon the Company’s revenues and 
rate of return. At further hearings 
such needed adjustments, if any, in the 
experimental rates will be made as the 
evidence may warrant. 





ALABAMA PUBLIC SERVICE COMMISSION 


Re Alabama Power Company 


Non-Docket 1367, Sub. No. 1 
February 15, 1944 


ETITION for approval of special rule permitting bimonthly 
| (en readings by electric company; rule approved. 


Payment, § 19 — Bimonthly meter readings. 
A war emergency rule for bimonthly meter reading, going into effect after 
elimination of gross and net provisions in an electric utility’s rate, should 
provide that the bill for the month the meter is not read is to be based 
on one-half ot the two preceding monthly consumptions instead of one-half 
of the two preceding monthly bills, this plan lending itself to the use of 


billing charts. 


By the Commission: On Novem- 
ber 7, 1942, the Commission approved 
the petition of Alabama Power Com- 
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pany seeking approval of a special 
rule permitting the reading every 
other month of meters on its electric 
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utility system. The purpose of this 
practice by the petitioner was stated 
to be to conserve man power, rubber, 
gasoline, and critical materials during 
the war emergency. The approved 
rule provided that the bill for the 
month the meter was not read would 
be based on one-half the sum of the 
two preceding monthly bills of each 
respective customer. 


The November 7, 1942, order of 
the Commission provided that the pe- 
titioner notify the Commission, in 
writing, the exact date upon which 
the bimonthly metering plan was to be 
put in practice. On October 6, 1943, 
the Commission was notified in writ- 
ing by petitioner of its intention of 
beginning ‘such plan on January 1, 
1944, and at the same time petitioner 
submitted for approval a slightly 
modified rule necessitated by the elim- 


ination of the gross and net provi- 
sions in petitioner’s rates ordered by 
the Commission subsequent to the 
November 7, 1942, order of the Com- 
mission in this cause. 


In addition to the elimination of 
the net and gross rates of petitioner, 
the Commission has required the 
furnishing of billing charts by peti- 
tioner to all of petitioner’s urban resi- 
dential and rural customers. Neither 
the approved plan nor such plan as 
amended would lend itself to the use 
of such billing charts. After confer- 
ences with the Commission, petition- 
er, on February 5, 1944, filed with the 
Commission for approval a revision 
of its rule in which the principal 
change from the prior rule is that the 
bill for the month the meter is not 
read is to be based on one-half of the 
two preceding monthly consumptions 
53 PUR(NS) 


of consumer instead of one-half of the 
two preceding monthly bills. 

In the opinion of the Commission 
the plan now proposed will readily 
lend itself to the use of billing charts 
and is otherwise simpler and of more 
advantage to the customer than either 
the plan heretofore approved on No- 
vember 7, 1942, or submitted October 
6, 1943. 

The revised plan filed February 5, 
1944, permits petitioner to read all 
meters of its customers bimonthly 
other than those serving industrial 
wholesale customers buying for resale 
and general service customers whose 
capacity requirements are measured 
by meters. The plan provides, how- 
over, that at the customer’s option, 
bills will be rendered for months the 
meter is not read by the petitioner, 
based upon meter readings furnished 
by the customer upon dates specified 
by the petitioner and upon forms, in- 
cluding postage, provided by petition- 
er or written request of the customer. 

The Commission has given consid- 
eration to the proposed special rule, as 
amended, by petition filed herein on 
February 5, 1944, and is of the opin- 
ion that its provisions are consistent 
with the public interest and the peti- 
tion is therefore approved. 

Upon application and the represen- 
tations made herein and the evidence 
submitted herewith and_ without 
formal hearing, 

It is ordered by the Commission, 
that the petition of the Alabama Pow- 
er Company filed herein on February 
5, 1944, be and it is hereby granted 
and the special rule permitting bi- 
monthly meter readings filed with the 
Commission on February 5, 1944, set 
out in Exhibit “A” hereto and made 
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RE ALABAMA POWER CO. 


a part hereof, be and it is approved 
efective beginning with bills dated 
May 1, 1944, or as early thereafter as 
ossible and continue for the duration 
of the present World War and for six 
months thereafter. 

Such approval shall be without 
prejudice to any interest affected 
thereby in any future investigation by 
the Commission upon complaint or 
otherwise of the reasonableness and 
propriety of said special rule. 


Exhibit “A” 


War Emergency Rule for Bimonthly 
Meter Readings 


Alabama Power Company may 
schedule meters on its electric utility 
system to be read every other month 
except in cases of service to industrial 
customers, wholesale customers buy- 
ing for resale and general service cus- 
tomers whose capacity requirements 
are measured by meters. For the in- 
tervening month for which the meter 
is not read, a bill will be rendered for 
approximately one-half the quantity 
used for the previous two months. In 
cases where past service records for 
two months are not available or prac- 
ticable for use, bills for such inter- 
vening months may be based upon 
such service data as are available or 


billing deferred until next meter read- 
ing period at the option of the com- 
pany. Bills rendered for such inter- 
vening months shall have the same 
force and effect as those based on 
actual meter readings and shall show 
the beginning and closing dates of the 
period for which the bill is rendered, 
the quantity billed, the amount pay- 
able, the due date of bill and date of 
delinquency, and designation of rate 
schedule under which customer is 
served. For the two months’ period 
for which meters are read the bills 
shall show the meter readings and 
dates of the meter readings at the be- 
ginning and end of the period, the 
quantity consumed for the period, the 
quantity billed the intervening month, 
the quantity billed the current month, 
the amount payable, the due date of 
bill and date of delinquency, together 
with all other essential facts upon 
which bill is based, including designa- 
tion of the rate schedule. 

At the customer’s option, bills will 
be rendered for intervening months 
based upon meter readings furnished 
by the customer upon dates specified 
by the petitioner and upon forms, in- 
cluding postage, which the petitioner 
will provide on written request of cus- 
tomer. 
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Pennsylvania Public Utility Commission 


The Peoples Natural Gas Company 


Complaint Docket Nos. 11380, Sub 20 and 12683 
February 16, 1944 


sagen of natural gas rates following reversal of 

former order by court and remand to Commission; rate 

base determined, reparations ordered, and tariffs established. 

For earlier Commission opinion, see (1942) 47 PUR(NS) 385, 

and for Superior Court decision, see (1943) 51 PUR(NS) 129, 
34 A(2d) 375. 


Valuation, § 30 — Rate base determination — Evidence. 
1. The Commission, in determining a rate base, should avoid the acceptance 
of original cost, prudent investment, reproduction cost, or other single ele- 
ment as the rate base and should consider every element and give it proper 
weight in the ultimate finding of fair value, p. 111. 


Valuation, § 48 — Rate base determination — Adjustment for changes. 


2. Findings as to depreciated reproduction cost and original cost relating 
to a date more than five years previous may be adjusted as a base for 
prescribing future rates, following litigation, by adding net additions to 
and subtracting the increase in depreciation reserve from the former find- 
ing, p. 111. 


Return, § 101 — Natural gas utility. 


3. Rates of a natural gas utility were based upon a return allowance of 6} 
per cent, p. 112. 


Valuation, § 410 — Opinion evidence — Accrued depreciation. 

Discussion, in dissenting opinion, of the weight and effect of opinion evi- 
dence as to accrued depreciation, p. 114. 

Valuation, § 16 — Exclusion of expensed items — Charges to operating expense. 
Discussion, in dissenting opinion, of the exclusion from a rate base of ex- 
pensed items of property such as cost of drilling wells and pipe lines charged 
and paid as operating expenses, p. 115. 


Return, § 9 — Fair value basis — Statutory requirements. 
Discussion, in dissenting opinion, of ruling by court that fair value is the 
basis for rate making under Pennsylvania statutes, in the light of United 
States Supreme Court decision on rate base principles, p. 116. 


(BucHANAN, Commissioner, dissents.) 
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By the Commission: These are 
rate cases, the earlier history of which 
has been recited too often in public 
documents to require repetition here. 
It is sufficient to say that respondent 
appealed to the superior court from 
our order of December 7, 1942, 47 
PUR(NS) 385, and that the court, 
on November 10, 1943 (— Pa Super 
Ct—, 51 PUR(NS) 129, 147, 34 A 
(2d) 375) issued its opinion, the or- 
der of which reads: “To the extent 
herein indicated the order is reversed 
and the record is remanded for fur- 
ther proceedings in accordance with 
this opinion ; - 

In general, the court did not make 
specific findings of fact differing from 
those made by the Commission, but 
instead laid down broad general 
principles of rate case determination 
for our guidance in revising our own 
findings. We have studied the court’s 
discussion of these principles, and this 
revised final order constitutes our ef- 
fort to conform therewith to the best 
of our understanding. 


I. The Rate Base 


The Commission’s finding of fair 
value (exclusive of working capital) 
was $20,000,000 at December 31, 
1938, which was derived from a con- 
sideration of the following underly- 
ing findings as set forth in Section H 
of the order nisi: 


Reproduction cost depreciated ... $39,730,207 
Book value 

Original cost depreciated 

Invested capital 


The Commission noted also that the 
depreciated reproduction cost includ- 
ed at least $4,000,000 of expensed 
property, and that $4,157,024 of such 
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expensed property was included in 
depreciated original cost. 

[1] Fair value, being necessarily a 
synthesis of the individual judgments 
of Commissioners approving a rate 
order cannot be reduced to an exact 
mathematical formula. However, it 
is a coincidence that our fair value, 
closely approximated one of the ele- 
ments, namely, original cost depre- 
ciated less expensed property. Due 
apparently to a lack of clarity in our 
language, the court and respondent 
concluded that such approximation 
was not accidental, but indicated the 
deliberate acceptance of that single 
element as the lone measure of fair 
value. 

The Commission, therefore, desires 
to reiterate that not only the law but 
our own concepts of justness and 
right require us to avoid the accept- 
ance of original cost, prudent invest- 
ment, reproduction cost, or other 
single element, as the rate base, but 
rather to consider every element and 
give it proper weight in the ultimate 
finding of fair value. We have faith- 
fully followed that concept, and our 
errors, therefore, lay not in the gen- 
eral theory we followed, but rather in 
the type of elements we considered, 
and the weight we gave them. 

As we understand it, the court’s 
opinion found unacceptable our 
methods of application of the ele- 
ments of invested capital and book 
cost in this case. In the absence of 
further evidence of record on these 
points, therefore, we will confine our 
present considerations to the remain- 
ing elements of record. 


A. Reproduction Cost Deprectated 
[2] The Commission found the de- 
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preciated reproduction cost of re- 
spondent’s property at December 31, 
1938, to be $39,730,207. However, 
that finding now relates to a date more 
than five years ago, and the Commis- 
sion believes that a finding of a more 
recent date is desirable as a base for 
prescribing future rates. It, there- 
fore, takes into account the fact that 
in the years from 1939 to 1943, re- 
spondent made net additions to its 
property of $5,224,539, and that the 
depreciation reserve increased $890,- 
443 during the same period. While 
the Commission recognizes that a 
true depreciated reproduction cost 
would be affected by changes in price 
levels as well as in the condition of the 
property, the securing of appropriate 
figures would require further hear- 
ings upon a case already seven years 
old. Accordingly, we will add the net 
additions to, and subtract the increase 
in reserve from, our former finding, 
and we now find that the reproduction 
cost depreciated at December 31, 
1943, was $44,064,303. 


B. Original Cost Depreciated 
The Commission found that at De- 
cember 31, 1938, the original cost de- 


preciated of respondent’s property 
(including “expensed” property) to 
be $26,252,863. Making the same 
adjustments to this figure as we have 
just made to reproduction cost, we 
find that the original cost depreciated 
of respondent’s property at December 


31, 1943, was $30,586,959. 


C. Fair Value 

Upon consideration of the forego- 
ing, and taking into account our 
former allowance of $1,566,085 for 
working capital, as well as the vari- 
ous other matters and things dis- 
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cussed in our previous orders upon 
which we were not reversed by the 
superior court, we find that the fair 
value of respondent’s property, in. 
cluding working capital, at Decem- 
ber 31, 1943, was $38,900,000. 


II. Rate of Return 


[3] The court having sanctioned 
our fair return of 64 per cent, we 
again find that figure. This percent- 
age, applied to our fair value finding, 
produces $2,528,500 as the allowable 


return. 


III. Operating Revenues and 
Expenses 


Since the issuance of our previous 
orders, the Supreme Court of the 
United States has sustained the order 
of the Federal Power Commission, 
requiring the Hope Natural Gas 
Company to reduce the rate charged 
respondent for purchased gas from 
354 cents to 284 cents per thousand 


‘cubic feet. Respondent has submitted 


for the record a calculation showing, 
for the years 1940 to 1943, (a) the 
operating income, (b) adjustments 
made by us in our previous orders and 
not reversed by the court, (c) revi- 
sions occasioned by adjustments to 
income taxes, and to depreciation by 
reason of capital additions made since 
December 31, 1938, and (d) the effect 
of the Hope rate reduction, had it 
been in effect throughout these years. 

In settlement of this case, respond- 
ent has made an offer as follows: 

1. To pay reparations aggregating 
$500,000 to December 31, 1943, pro- 
viding that the work of distribution 
of the reparations will be minimized 
by their payment on a per-customer 
basis. 


112 





PENNSYLVANIA PUB. UTIL. COM. v. THE PEOPLES NAT. GAS CO. 


2. To revise, for the future the 
domestic, commercial and standard 
industrial rate schedules so that the 
frst block, which provides 400 cubic 
feet of gas at $1 (net) will provide 
700 cubic feet at the same price; the 
second block, providing for 600 cubic 
feet at 7 cents (74 cents in district 
No. 2) per 100 cubic feet will be 
shortened to 300 cubic feet; and the 
fifth block, providing a rate of 40 
cents (net) per thousand cubic feet 
(42 cents per thousand cubic feet in 
district No. 2) will be increased so 
that the net rate is 45 cents per 
thousand cubic feet in district No. 1 
and 47 cents per thousand cubic feet 
in district No. 2. 

The effect of these changes is to de- 
crease the rate for the first 1,000 cubic 
feet from $1.42 to $1.21 in district 
No. 1 and from $1.45 to $1.225 in 
district 2; and to increase the fifth 


block, for users of more than 10 
thousand cubic feet per month, 5 


cents per thousand cubic feet. The 
net effect, based upon 1943 consump- 
tion, is a saving to consumers of 
$221,232 per year. 

The Commission has given full 
consideration to the mandate of the 
superior court as it applies to the facts 
of record in this case. From that 
consideration, we believe, that re- 
spondent’s offer meets the require- 
ments of any formal finding we might 
make based upon that mandate and 
those facts. The Commission there- 
fore accepts the offer. 

The figures submitted by respond- 
ent show that 1942 and 1943 were 
the years of its largest earnings, and 
the Commission is therefore of the 
opinion that the $500,000 of repara- 
tions should be paid as follows: 
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$200,000 to consumers taking serv- 
ice during the calendar year 1942; 

$300,000 to consumers taking serv- 
ice during the calendar year 1943; 
such amounts to be distributed equal- 
ly over all the monthly bills applica- 
ble to the months of the respective 
years; Therefore, 

Now, to wit, February 16, 1944, it 
is ordered: 

1. That $200,000 of reparations be 
paid to consumers, distributed upon 
the basis of the number of monthly 
bills paid by them during 1942; and 
that $300,000 of reparations be paid 
to consumers, distributed upon the 
basis of the number of monthly bills 
paid by them during 1943; such pay- 
ment of reparations to be either in 
cash, or where a customer entitled to 
reparations continues to be a custom- 
er, as a credit upon future billings; 
provided, however, that all such pay- 
ments or awarded credits shall be 
completed on or before April 30, 
1944, 

2. That The Peoples Natural Gas 
Company file a supplement to its tariff, 
to be effective March 1, 1944, provid- 
ing for the changes in the first, second 
and fifth rate blocks of its domestic, 
commercial, and standard industrial 
schedules, as hereinbefore discussed. 

3. That, upon compliance with the 
foregoing requirements, this record 
be closed. 


Commissioner Buchanan files a 


dissenting opinion. 

BucHANAN, Commissioner, dis- 
senting : 

On November 10, 1943, the superi- 
or court, President Judge Keller con- 
curring and Judge Rhodes dissenting, 
reversed our order of December 7, 
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1942, 47 PUR(NS) 385, and re- 
manded this case for further proceed- 
ings in accordance with the opinion: 
Peoples Nat. Gas Co. v. Public Util- 
ity Commission, — Pa Super Ct —, 
51 PUR(NS) 129, 34 A(2d) 375. 

The opinion of the superior court 
does not persuade me from my previ- 
ous judgment concerning the govern- 
ing principles in this case. But waiv- 
ing my own judgment for the mo- 
ment, certainly the court’s rejection 
of the Commission’s “fair value” or- 
der seems completely fantastic as I 
believed then and do now that that or- 
der did not do justice to the consum- 
er, under the law, yet it was vastly 
more equitable than the superior 
court order. 

The court stated that the Commis- 
sion majority had largely relied, in its 
accrued depreciation discussion, upon 
testimony of Farstadt, the Commis- 


sion’s engineer, wholly disregarding 
the physical condition estimates of the 


witness for the utility. This state- 
ment is total error. Farstadt’s serv- 
ices were terminated at the conclusion 
of this case for cause. 

The Commission stated, both in its 
order nisi (R. 3551a) and in its final 
order (R. 3740a-3741a) that it had 
not accepted Farstadt’s testimony, 
and this statement is clearly borne out 
by a comparison of Farstadt’s lives 
with the lives adopted by the Commis- 
sion in the tabulation at page 3553a of 
the record, which shows that in only 
one out of 59 instances did the adopt- 
ed lives happen to coincide with the 
Farstadt lives. The one instance was 
a minor matter involving $600,000. 

The tabulation also shows that the 
lives based upon the physical condi- 
tion estimates of respondent’s wit- 
53 PUR(NS) 


ness were given weight in the Com. 
mission’s judgment lives. But even 
though we had not done so, I do not 
understand the law to require that 
we must refrain from proper criti- 
cism of or blindly accept any evidence 
introduced before us even though it 
be uncontradicted. “If they (apprais. 
als) have any probative effect, it is 
that of expressions of opinion by 
men iamiliar with the gas business 
and its opportunities for profit. But 
plainly opinions thus offered, even if 
entitled to some weight, have no such 
conclusive force that there is error 
of law in refusing to follow them. 
This is true of opinion evidences: gen- 
erally, whether addressed to a jury, 
Head v. Hargrave (1882) 105 US 
45, 49, 26 L ed 1028; or to a judge, 
The Conqueror (1897) 166 US 110, 
131, 133, 41 L ed 937, 17 S Ct 510;9 
or a statutory board, Uncasville Mfg. 
Co. v. Commissioner of Internal Rev- 
enue (1932) 55 F(2d) 893, 897; 
Tracy v. Commissioner of Internal 
Revenue (1931) 53 F(2d) 575, 577; 
Anchor Co. v. Commissioner of In- 
ternal Revenue (1930) 42 F(2d) 99, 
100; Gloyd v. Commissioner of In- 
ternal Revenue (1933) 63 F(2d) 649, 
650; Dayton Power & Light Co. v. 
Ohio Pub. Utilities Commission 
(1934) 292 US 290, 78 L ed 126/, 
3 PUR(NS) 279, 54 S Ct 647. 
Since the Farstadt lives were rejected 
and all appropriate weight to the 
physical condition estimates given 
clearly it was not the Commission 
that was in error under the superior 
court’s own enunciated principles. 
The court held that the Commis- 
sion composite age finding of 20.06 
years at December 31, 1938, was er- 
roneously based upon an averaging 
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of account dollars by years, saying 
that if the company records had 
shown the actual dates of dedication 
of various types of property to the 
public use, age determinations based 
upon such records would have been 
valid. As a matter of fact, the Ex- 
hibit 26 figures which the Commis- 
sion used were derived directly from 
actual company records which fulfil 
the requirements stated by the court. 
In any event, the testimony of re- 
sondent’s own depreciation witness 
that the average age of the property 
was “about 21 years” in 1937 fur- 
nishes sufficient support for the Com- 
mission’s composite age finding of 
0.06 years at December 31, 1938, 
over a year later. 

What the court did in arriving at 
its conclusion was to ignore all other 
widence including statements under 
oath of both the president and treasur- 
ea’ of Peoples and accept fully the 
testimony of Rhodes, an engineering 
“expert” and a professional witness 
constantly at the beck and call of, and 
a stockholder in, Standard Oil Com- 
pany, the holding Company. 

In view of the above facts and law, 
the Commission’s finding of 45 per 
cnt accrued depreciation was fully 
‘upported by the record, and the find- 
ing cannot properly be said to be 
lacking in substantial evidence. 

Likewise the court reversed the 
Commission finding excluding $7,- 
338,226 from the rate base as rep- 
tesenting items of property (prin- 
tipally of cost of drilling wells, pipe 
lines, etc.) charged and paid as 
operating expenses. In so doing, the 
tourt quoted with approval the dis- 
ussion of the identical question by 
judge Parker in Hope Nat. Gas Co. 
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v. Federal Power Commission (1943) 
47 PUR(NS) 129, 134 F(2d) 287. 
But Judge Parker was overruled by 
the United States Supreme Court at 
No. 34 October Term 1943 (opinion 
handed down January 3, 1944), 320 
US 591, 88 L ed —, 51 PUR(NS) 
193, 202, 64 S Ct 281, where the 
majority said: “In view of this dis- 
position of the controversy (sustain- 
ing the Federal Power Commission 
in toto) we need not stop to inquire 
whether the failure of the Commis- 
sion to add the $17,000,000 of well 
drilling and other costs to the rate 
base was consistent with the prudent 
investment theory as developed and 
applied in particular cases.” For 
emphasis, Mr. Justice Reed, dissent- 
ing, 51 PUR(NS) at p. 213, said: 
“For the reasons heretofore stated, I 
would affirm the action of the cir- 
cuit court of appeals in returning the 
proceeding to the Commission for 
further consideration and should di- 
rect the Commission to accept the dis- 
allowed capital investment in deter- 
mining the fair value for rate-making 
purposes.” In effect, the majority 
of the Supreme Court of the United 
States accepted the very argument 
which the majority of the superior 
court of Pennsylvania rejected, i. e., 
that for rate-making purposes the ex- 
clusion from the capital account of 
items of property charged to operat- 
ing expenses is based on equitable 
principles and is a necessary process 
in arriving at just and reasonable 
rates. There can be no doubt that 
under those principles, exclusion of 
such expenses is compelled in the 
present case—the Hope Case and the 
instant case are exactly parallel both 
in fact and in law. 
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The superior court, supra, 51 PUR 
(NS) at p. 134, likewise holds that 
“fair value” is the “legislative man- 
date in this commonwealth. . . . 
Solar Electric Co. v. Public Utility 
Commission (1939) 137 Pa Super Ct 
325, 335, 31 PUR(NS) 275, 9 A(2d) 
447” and that “reproduction cost new” 
is the “essential element” of “fair 
value,” meaning, I presume, that they 
are one and the same so far as this 
case is concerned. 

The Solar Case, as I read it, holds 
that both the former Public Service 
Company Law of 1913 and the Pub- 
lic Utility Law of 1937 prescribe in 
Art. V, § 20(a) of the former and 
in Art. III, § 311 of the latter, “fair 
value” as “reproduction cost new.” 
I can find no such prescription in 
either statute or section and neither, 
in my opinion, can any other fair- 
minded individual. Section 311 of 
the Public Utility Law does not even 
prescribe as to rates. The test of 
rate making in the 1937 Act is found 
in Art. III, § 301, where it is stated 
that rates must be “just and reason- 
able,” no more or no less. 

But said the court, 51 PUR(NS) 
at p. 134—‘“by 1926, the Supreme 
Court of the United States had 
virtually committed itself to reproduc- 
tion cost at current prices as, in ef- 
fect, the dominant basis of value un- 
der ordinary circumstances and rea- 
sonably stable prices. As late as 1939, 
this court pointed out (the Solar 
Case, supra) that in an unbroken line 
of decisions of our supreme court 
and this court, the cost of reproduc- 
ing the property has consistently 
been held to be not only a relevant 
but also an essential element in the 
ascertainment of its ‘fair value’ for 


53 PUR(NS) 


rate-making purposes.” The error in 
that statement is that with the excep- 
tion of the Solar Case both the Penn. 
sylvania supreme court and_ the 
superior court were not interpreting 
statutory law but quoting U. S. Sy. 
preme Court decisions under the doc- 
trine of an “independent judicial re- 
view” laid down in Ohio Valley 
Water Co. v. Ben Avon, 253 US 
287, 64 L ed 908, PUR1920E 814, 
40 S Ct 527. A further error was 
that both appellate courts stopped 
with McCardle v. Indianapolis Water 
Co. 272 US 400, 71 L ed 316, PUR 
1927A 15, 47 S Ct 144, which is 
especially recognized as the most rad- 
ical interpretation extant of the 
dictum in Smvth v. Ames (1898) 
169 US 466, 42 L ed 819, 18 S Ct 
418. 

The court advances another allega- 
tion to support its decision and one 
deliberately designed, as I see it, to 
ward off a Federal appeal. It says 
(pp. 488, 489), the United States 
Supreme Court having established the 
elements of “fair value” for rate- 
making purposes prior to the adoption 
by the legislature of the Public Util- 
ity Law of 1937, that the legislature 
by inserting “fair value” as a part 
of § 311 of the Public Utility Law, 
intended “a carry over from the de- 
tailed list of elements of ‘fair value.’” 
in the 1913 law with the same con- 
struction as had been placed on them 
under the 1913 act. This just isn’t 
fact and can only be explained on the 
ground of wishful thinking or in 
seeking escape from politically and 
economically distasteful legislation. 
Chief Justice Hughes once said 
“The courts make the Law.” How 
true! But in so doing I have never 
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before heard of them reaching the 
level of labeling as ultra conservative 
the otherwise acknowledged liberal 
legislature of 1937 in order to serve 
their purpose. Individual political 
and economic beliefs of the judges 
have no place in weighing the pub- 
lic interest for judicial determination. 

First: The 1913 act did not sug- 
gest in any way that “reproduction 
cost new” should be the dominant 
element of “fair value,” instead the 
act provided that “reproduction cost” 
could be excluded by the Commission 
inits discretion. Any such interpreta- 
tion was the result of the Pennsylvania 
courts following the mistaken lead of 
the Federal jurisdiction. Second: 
The legislature did not intend a carry 
over of the elements of “fair value” 
set forth in the 1913 act. To the con- 
trary the intent was to get away from 
any rate-making formula and to re- 
turn rate making to equitable prin- 
ciples where it belonged. I know 
because I not only had a part in draft- 
ing the 1937 act but also participated 
in the legislative hearings and ap- 
peared before committees of both 
houses in its behalf. There was 
never any doubt of the intent of the 
legislature to exclude “reproduction 
cost new” from § 311 and to establish 
the only rate-making standards in 
§ 301. Third: There is considerable 
doubt as to the accuracy of the 
superior court’s statement that the 
“elements of fair value” were estab- 
lished by the United States Supreme 
Court prior to the enactment of the 
Public Utility Law of 1937. Grant- 
ing that the state courts followed 
the Federal jurisdiction, the court 
failed to note the definite trend away 
from emphasis upon “reproduction 


cost new” which marked the United 
States Supreme Court decisions sub- 
sequent to the McCardie Case in 1926, 
supra, possibly excepting St. Louis & 
O’Fallon R. Co. v. United States, 279 
US 461, 73 L ed 798, PUR1929C 


161, 49 S Ct 384, decided three years 


later in 1929. 

This trend can be traced through 
United R. & Electric Co. v. West, 
280 US 234, 74 L ed 390, PUR 
1930A 225, 50 S Ct 123; Smith v. 
Illinois Bell Teleph. Co. 282 US 
133, 75 L ed 255, PURI931A 1, 51 
S Ct 65; Los Angeles Gas & E. Corp. 
v. California R. Commission, 289 US 
287, 77 L ed 1180, PUR1933C 229, 
53 S Ct 637; Clark’s Ferry Bridge 
Co. v. Pennsylvania Pub. Service 
Commission (1934) 291 US 227, 78 
L ed 767, 2 PUR(NS) 225, 54 S 
Ct 427; Lindheimer v. Illinois Bell 
Teleph. Co. (1934) 292 US 151, 78 
Led 1182, 3 PUR(NS) 337, 54S Ct 
658; West v. Chesapeake & P. Teleph. 
Co. (1935) 295 US 662, 79 L ed 
1640, 8 PUR(NS) 433, 55 S Ct 894 
(dissenting opinion); California R. 
Commission v. Pacific Gas & E. Co. 
(1938) 302 US 388, 82 L ed 319, 21 
PUR(NS) 480, 58 S Ct 334. All 
indicated the abandonment of “repro- 
duction cost” as an essential element 
of the rate base. It is true that the 
trend in some instances is marked 
more by the tenor of the dissenting 
opinions, such as in United R. & 
Electric Co. v. West, supra, or con- 
curring opinions such as Lindheimer 
v. Illinois Bell Teleph. Co. supra, 
than in the conclusions of the court 
majority for in the latter case, Mr. 
Justice Butler reluctantly conceded 
the impossibility of applying the 
“present value” theory to depreciation 
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accounting as he had advocated in the 
United Railways Case, supra. 

On the same day of the Lindheimer 
decision, supra, by Chief Justice 
Hughes, Mr. Justice Cardozo wrote 
an opinion in Dayton Power & Light 
Co. v. Ohio Pub. Utilities Commis- 
sion (1934) 292 US 290, 78 L ed 
1267, 3 PUR(NS) 279, 294, 54S 
Ct 647, Justices McReynolds and 
Butler concurring; Justices Van De- 
vanter and Sutherland not participat- 
ing; where quoting from Los Angeles 
Gas & Electric Case, supra, he said at 
p- 311 of 292 US: 

“We are to remember that the cost 
of reproduction is a guide, but not a 
measure.” 

But the significant opinion which 
refuted the implication of the Mc- 
Cardle decision, supra, and marked 
the beginning of the regression of 
the judiciary to the basic constitutional 
rate-making standard of equitable 
principles, was delivered in 1933 by 
Chief Justice Hughes in Los Angeles 
Gas & E. Co. v. California R. Com- 
mission, supra. There the approval 
of a rate base of undepreciated orig- 
inal cost in direct apposition to the 
McCardle holding was emphasized by 
the vigorous objection of Mr. Justice 
Butler in his dissenting opinion, Mr. 
Justice Sutherland concurring with 
him. Perhaps it would be wiser and 
more accurate to say that confusion 
reigned in the rate-making world and 
in the courts as to just what “fair 
value” did mean and the 1937 leg- 
islature, taking cognizance of that con- 
fusion, left “fair value” to further 
pronouncement and clarification by 
the United States Supreme Court 
where it originated. We have that 
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clarification in the Hope Case, supra, 
hereinafter discussed. 

Fourth: If any additional eyj- 
dence is needed as to the intent of 
the Pennsylvania legislature of 1937 
to exclude any and all rate-making 
formulas from the Public Utility 
Law, one need consider the “Little 
New Deal’ in Pennsylvania from 
1935 to 1938 inclusive; the lead in 
Washington which it followed in its 
fight for individual rights as opposed 
to corporate privilege; the various 
Security and Exchange Acts of 1933 
to 1935 inclusive; the Federal Com- 
munications Act of 1935; the Fed- 
eral Power Act of 1935; the Natural | 
Gas Act and Civil Aeronautics Act 
of 1938; the National Labor Relations 
Acts and above all the Social Security 
Acts all of which were undergoing 
the test of constitutional construction 
at the time the Public Utihty Law and 
similar liberal legislation were being 
drafted in Pennsylvania. I need but 
direct attention to the list of United | 
States Supreme Court decisions de- 
livered just four days prior to the en- 
actment of the Pennsylvania Public 
Utility Law to conclude that argu- 
ment, Senn v. Tile Layers Protective 
Union, Local No. 5 (1937) 301 US 
468, 81 L ed 1229, 57 S Ct 857, Mr. 
Justice Brandeis for the majority, 
Justices Butler, Van Devanter, Mc- 
Reynolds and Sutherland dissenting; 
Carmichael v. Southern Coal & Coke 
Co. (1937) 301 US 495, 81 L ed 
1245, 57 S Ct 868, 109 ALR 1327, 
Mr. Justice Stone for the majority, 
Justices Sutherland, McReynolds, 
Van Devanter and Butler dissenting; 
Charles C. Steward Machine Co. v. 
Davis (1937) 301 US 548, 81 L ed 


118 





PENNSYLVANIA PUB. UTIL. COM. v. THE PEOPLES NAT. GAS CO. 


: 1279, 57 S Ct 883, 109 ALR 1293, which the legislation is to be applied, 
Mr. Justice Cardozo for the major- it was not aware of facts which af- 
ial evi- ity, Justices Sutherland and Van De- ford reasonable basis for its action. 
tent of vanter dissenting in part, Justices Only by faithful adherence to this 
yf 1937 McReynolds and Butler dissenting; guiding principle of judicial review 
making Helvering v. Davis (1937) 301 US _ of legislation is it possible to preserve 
Utility 619, 672, 81 L ed 1307, 57 S Ct to the legislative branch its rightful 
Little 904, 109 ALR 1319, Mr. Justice independence and its ability to func- 
! from Cardozo for the majority, six of the tion.” Carmichael v. Southern Coal 
~ iA Justices, including Mr. Justice Car- & Coke Co. 301 US at p. 510. 
in its dozo, dissenting in part. In the But regardless of further errors 
P posed Carmichael Case, supra, Mr. Justice, of both law and fact in the superior 
Fie now Chief Justice, Stone said for court opinion, if “fair value’ has 
Come: the majority a 5 been written into Pennsylvania stat- 
= Fea “This restriction upon the judicial utory law through judicial pronounce- 
deicia! function, in passing on the constitu- ment derived from the United States 
cs Act tionality of statutes, is not artificial Supreme Court, the determination by 
lations or irrational. A state legislature, in that court now, that such a thing as a 
ecurity the enactment of laws, has the widest “fair value” formula never existed as 
rgoing possible latitude within the limits of a constitutiontal requirement rationally 
the Constitution. In the nature of should conclude all discussion of the 


ruction 


aid the case it cannot record a complete subject. Federal Power Commission 
being catalogue of the considerations which v. Natural Gas Pipeline Co. (1942) 
vd te move its members to enact laws. In 315 US 575, 86 L ed 1037, 42 PUR 
Tinted the absence of such a record courts (NS) 129, 62 S Ct 736; Federal 
ne cannot assume that its action is Power Commission v. Hope Nat. 
we capricious, or that, with its informed Gas Co. (1944) 320 US 591, 88 L ed 
Public acquaintance with local conditions to —, 51 PUR(NS) 193, 64S Ct 281. 
re The similarity of the latter case to the instant one is worthy of note: 
1 US Peoples Nat. Gas Co. Federal Power Commission 
, Mr. v. v. 
ority, Public Utility Commission (1943) Hope Nat. Gas Co. (1944) 
Mc — Pa Super Ct —, 51 PUR(NS) 129, 320US 591,88 Led—, 51 PUR 
iting; 34 A(2d) 375 (NS) 193, 64 S Ct 281 
Coke The statute—Pennsylvania Public Utility The statute—Federal Natural Gas 
L ed Law—1937. Act—1938. 
1327, “Section 301. Rates to Be Just and Rea- “Section 4. (a) All rates and 
ority sonable—Every rate made, demanded, or charges made, demanded, or re- 
: received by any public utility, or by any two ceived by any natural-gas company 
olds, or more public utilities, jointly, shall be just for or in connection with the trans- 
tang , and reasonable, and in conformity with reg- portation or sale of natural gas sub- 
0. V. ulations or orders of the Commission :—” ject to the jurisdiction of the Com- 


L ed 


mission, and all rules and regula- 
tions affecting or pertaining to such 


“Section 302. Tariffs; Filing and In- 
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spection.—Under such regulations as the 
Commission may prescribe, every public 
utility shall file with the Commission, with- 
in such time and in such form as the Com- 
mission may designate, tariffs showing all 
rates established by it and collected or en- 
forced, or to be collected or enforced, with- 
in the jurisdiction of the Commission.— 
Every public utility shall keep copies of 
such tariffs open to public inspection under 
such rules and regulations as the Commis- 
sion may prescribe.” 


“Section 303. Adherence to Tariffs.— 
No public utility shall, directly or indirectly, 
by any device whatsoever, or in anywise, 
demand or receive from any person, cor- 
poration, or municipal corporation a greater 
or less rate for any service rendered or 
to be rendered by such public utility than 
that specified in the tariffs of such public 
utility applicable thereto then filed in the 
manner provided in this act. “ 


“Section 304. Discrimination in Rates.— 
No public utility shall, as to rates, make or 
grant any unreasonable preference or ad- 
vantage to any person, corporation, or mu- 
nicipal corporation, or subject any person, 
corporation, or municipal corporation to any 
unreasonable prejudice or disadvantage. 

” 


“Section 311. Valuation of Property of 
a Public Utility—The Commission may, 
after reasonable notice and hearing, ascer- 
tain and fix the fair value of the whole or 
any part of the property of any public util- 
ity, in so far as the same ts material to the 
exercise of the jurisdiction of the Commis- 
ston, and may make revaluations from time 
to time and ascertain the fair value of all 
new construction, extensions, and additions 
to the property of any public utility. When 
any public utility furnishes more than one 
of the different types of utility service 
enumerated in paragraph seventeen of sec- 
tion two of this act, the Commission shall 
segregate the property used and useful in 
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rates or charges, shall be just and 
reasonable, and any such rate or 
charge that is not just and reason. 
able is hereby declared to be unlaw- 
ful. 

“(b) No natural-gas company 
shall, with respect to any transpor- 
tation or sale of natural gas subject 
to the jurisdiction of the Commis- 
sion, (1) make or grant any undue 
preference or advantage to any per- 
son or subject any person to any 
undue prejudice or disadvantage, or 
(2) maintain any unreasonable dif- 
ference in rates, charges, service, 
facilities, or in any other respect, ei- 
ther as between localities or as be- 
tween classes of service. 

“(c) Under such rules and regu- 
lations as the Commission may pre- 
scribe, every natural-gas company 
shall file with the Commission, with- 
in such time (not less than sixty 
days from the date this act takes ef- 
fect) and in such form as the Com- 
mission may designate, and shall 
keep open in convenient form and 
place for public inspection, sched- 
ules showing all rates and charges 
for any transportation or sale sub- 
ject to the jurisdiction of the Com- 
mission, and the classifications, 
practices, and regulations affecting 
such rates and charges, together 
with all contracts which in any man- 
ner affect or relate to such rates, 
charges, classifications, and serv- 
ices.” 

“Section 6 (a) The Commission 
may investigate and ascertain the 
actual legitimate cost of the proper- 
ty of every natural-gas company, 
the depreciation therein, and, when 
found necessary for rate-making 
purposes, other facts which bear on 
the determination of such cost or 
depreciation and the fair value of 
such property.” 

The United States Supreme 
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furnishing each type of such service, and 
shall not consider the property of such pub- 
lic utility as a unit in determining the value 
of the property of such public utility for the 
purpose of fixing rates.” 


The Pennsylvania superior court said that 
§ 311 established the rate-making standard. 
it did not consider § 301. 


Court held § 4(a) established the 
rate-making standard not § 6(a). 


The facts, while not identical from the dollar viewpoint, were identical on 


a relative basis. 


Peoples Natural Gas Company—Pennsyl- 
vania operating gas company wholly owned 
by Standard Oil Company (NJ). 

Regulation: Subject to Pennsylvania 
Public Service Commision and Public Utility 
Commission as to rates and service since 
1913 and as to accounts since 1920. 


Record facts 


Expensed items 
Invested capital* .... 
Capital stock 

Book cost 

Original cost 
Reproduction cost 
Depreciation reserve 
Depreciated reconstruction cost finding 40,000,000 
Rate base 21,566,085 


$7,500,0 
.- 12,744,126 
.- 13,200,000 
-- 9,869,793 
-- 39,283,989 


Deciston 
Pennsylvania superior court remanded to 
state Commission with virtual instructions to 
adopt depreciated reconstruction cost new 
as rate base, which was all that the com- 
pany contended, 


Hope Natural Gas Company— 
West Virginia operating retail and 
interstate wholesale gas company 
(selling to Peoples) wholly owned 
by Standard Oil Company (NJ). 

Regulation: Subject to rates, 
service, and accounts of West Vir- 
ginia Public Service Commission 
since 1922; Federal Power Commis- 
sion since 1938. 


Record facts 
$17,000,000 
17,000,000 
28,000,000 
none 
51,957,416 
9 


46,000,000 
none 
33,712,526 
Decision 
United States Supreme Court ap- 
proved Federal Commission’s find- 
ings although it had excluded repro- 
duction cost, saying: “Under the 
statutory standard of ‘just and rea- 
sonable’ it is the result reached, not 
the method employed 
rate-making process under the act, 
e., the fixing of ‘just and reason- 
able’ rates, involves a balancing of 
the investor and the consumer inter- 
ests.” (51 PUR(NS) at p. 200.) 
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Nothing more can be said on the 
subject of rate making after the com- 
parison of the two decisions above 
except that judicial legislation under 
the doctrine of “Judicial Supremacy” 
finds no place in either the state or 
Federal Constitutions and Chief Jus- 
tice Stone’s warning in the Senn Case, 
supra, seems extremely apropos. 

But what has been the result of the 
superior court remanding order? 
Judge Rhodes in his extremely able, 
accurate, and pointed dissenting opin- 
ion proved himself a prophet as well 
as a judge by saying at p. 509, 51 
PUR(NS) at p. 155: “. . . by pro- 
tracted litigation the Commission may 
be worn down and the patience and 
the resources of the public exhausted. 
The advantage of prolonged litigation 
lies with the party able to bear heavy 
expenses. Usually, in rate 
cases, the public eventually pays the 
utility’s litigation expense.” How 
true those words proved to be is il- 
lustrated by the subsequent events 
climaxing in the present order. 

Within a month, Peoples Gas Com- 
pany was before the Commission 
with an “offer of compromise.” It 
must be remembered that during the 
course of this rate case by court order 
the Peoples were required to deposit 
in the Union Trust Company of 
Pittsburgh the difference between the 
old rates, originally under attack, and 
the new rates effective July 1, 1940. 
At the time of the superior court de- 
cision, November 10, 1943, this fund 
had reached the approximate total of 
$5,000,000. That money was to have 
been returned to the consumers if the 
Commission had been sustained by the 
court. It now goes with the excep- 
tion of $500,000 to the company. It 
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also must be remembered that the 
court virtually directed the Commis- 
sion to find a rate base approximating 
depreciated reproduction cost of $40. 
000,000 and approved a rate of re. 
turn of 64 per cent thereon. Now 
the Commission by the majority or- 
der accepts the offer of “compromise” 
and has found a rate base (including 
working capital) of $38,900,000 as 
contrasted. with the previous Com- 
mission finding of $22,000,000, which 
the court rejected. 

I cannot agree with the majority 
action in so doing for the reasons 
expressed above. It is my judgment 


that the original opinions should be 
resubmitted to the court in the light 
of the decision of the Supreme Court 
of the United States in Federal Pow- 
er Commission v. Hope Nat. Gas Co. 
supra. If again rejected then to carry 


them on up to the highest court in 
the land. It is impossible that there 
should be two standards of “due 
process’ under the Fourteenth 
Amendment, one Federal and _ the 
other state. This is particularly true 
since our state “fair value’ theory 
stems completely from the Federal 
jurisdiction and since our state Con- 
stitution contains no “due process” 
provision. Certainly “confiscation” 
applies to the consumer as well as to 
the investor. 

I cannot believe that even though 
our appellate courts have said that the 
1937 act included “fair value” because 
of court decisions requiring it, that 
such statement will still hold true in 
the face of the Hope decision. The 
finding of the Hope Case that the 
Constitution never had required “fair 
value” should carry the court error 
through to the legislative act and re- 
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lve its resulting error into a rational 
interpretation of the 1937 law as being 
pased upon equitable principles as it 
was actually intended. 

But in accepting the company com- 
promise the majority seem to me to 
have gone beyond the mandate of the 
superior court in its present order. It 
has prescribed the form of tariff to be 
fled by the company. This tariff re- 
tains the most objectionable feature 
of its July 1940 predecessor, i. e., 
placing the increase in the first bracket 
where the “little fellow” must carry 
the principal burden. With this ac- 
tion, I cannot agree. Nor can I agree 
to the preferences shown to particular 
industrial consumers through special 
industrial rates provided in the new 
tariff. 

In conclusion, let me point out two 
additional matters that make this 


whole case ridiculous. Firstly, the 
“reparations” and “reduction in rates” 
that will take place with the approval 
of the new Commission order are 
both misnomers. The reparations 
are but a “drop in the bucket” and 
the “decrease in rates” merely rep- 
resent a small portion of the 1940 in- 
crease. 

Secondly, while the court virtually 
directed a 64 per cent return on a re- 
production cost base, the company 
will receive under the Commission’s 
order on the basis of 1943 operations, 
5.7 per cent on the base allowed, 11.89 
per cent on its invested capital and 14 
per cent on the basis of its books, 
which indicates a “slight” inflation 
of the rate base as was suggested 
in the Hope Case. 

I would return the original Com- 
mission opinions to the court. 





ALABAMA PUBLIC SERVICE COMMISSION 


Re Green’s Fuel of Florida, Incorporated 


Docket 8986 
March 29, 1944 


RDER to show cause why company furnishing propane gas 
O should not comply with statutes relating to certificates of 
public convenience and necessity; respondent ordered to file 
application for certificate or cease distributing and selling gas. 


Public utilities, § 78 — What constitutes — Butane gas service. 
1. A company engaged in the business of furnishing butane gas to in- 
dividual occupants of a housing project from a system, consisting of stor- 
age facilities for a liquid by-product of petroleum and a system for dis- 
tributing gas created upon the release of pressure, is a public utility, p. 124. 


Certificates of convenience and necessity, § 48 — When required — Butane gas 


service. 


2. A company conducting the business of supplying butane gas as a public 
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utility to individual occupants of housing projects is required to obtain a 
certificate of public convenience 
the regulatory statutes, p. 124. 


APPEARANCES: Sam M. Johnston, 
Attorney, for respondent; Thomas O. 
Howell, Jr., Attorney, for Westlawn 
Tenants Association, and Country 
Club Tenants Association. 


By the Commission: On the Sth 
day of February, 1944, the Commis- 
sion issued its order citing Green’s 
Fuel of Florida, Inc., a corporation, 
respondent, to appear before the 
Commission at its office in Mont- 
gomery, Alabama, on February 24, 
1944, to show cause, if any, why said 
respondent should not comply with 
the provisions of Title 48 of the 1940 
Code of Alabama and, in accordance 
with said Title 48 of the Code, obtain 
a certificate of public convenience and 
necessity, and otherwise comply with 
provisions of Title 48 of the Code be- 
fore further engaging in the business 
of distribution and sale of gas for 
light, heat, or other uses in a com- 
munity known as Westlawn, a subdi- 
vision near Mobile in Alabama. 

Respondent was served with this 
citation on February 7, 1944, and 
after due notice to all interested par- 
ties, the case was heard by the Com- 
mission at its office in Montgomery 
on February 24, 1944. Appearances 
were entered as shown in the heading 
of this report. Witness for respond- 
ent on hearing was its vice president, 
J. H. Koach. 

[1, 2] The evidence in this pro- 
ceeding shows that on September 22, 
1942, respondent entered into a con- 
tract with Mobile Homes, Inc., copy 
of which was filed with the Commis- 
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and necessity and otherwise comply with 


> 


sion on hearing, under the terms of 
which respondent was “to install 
Green’s Fuel underground tank sys. 
tems and meters and to provide and 
maintain continuous gas service to be 
used for cooking, hot-water heating, 
and space heating in each of the total 
number of housing units to be con- 
structed at Mobile, Alabama, and here- 
inafter referred to as Mobile Homes, 
Inc., or by any other name so designat- 
ed.” Further, that respondent agreed | 
to purchase and maintain a_ bulk 
storage plant in vicinity of the project 
to be served, and such equipment as 
necessary to adequately maintain in 
operation the Green’s Fuel under- 
ground gas systems serving gas to all 
the various units of Mobile Homes, 
Inc. The respondent is given the ex- 
clusive right, during the 5-year period 
of the contract, to install such system 
and meters and maintain service for 
all of the housing units constructed 
under jurisdiction of Mobile Homes, 
Inc. The contract sets out that 578 
units shall be thus installed and 
serviced by respondent and that if ad- 
ditional housing units are constructed 
during the life of the contract, re- 
spondent will be offered the privilege 
of installing equipment and servicing 
such additional units. Respondent 
further agrees to maintain and keep 
in proper repair all of the equipment 
respondent has installed, will con- 
tinuously service Mobile Homes, Inc., 
and maintain sufficient personnel, in- 
cluding at least one suitable delivery 
truck and necessary servicing equip- 
ment, at the project for this purpose. 
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RE GREEN’S FUEL OF FLORIDA, INC. 


The contract further provides that 
during the period of the contract re- 
spondent “will sell Green’s Fuel (a 
liquefied petroleum gas) at the price 
of 15 cents per gallon at the meter” 
subject to increases or decreases due 
to increases or decreases in market 
price at refinery or freight charges 
(0 point of destination. Under the 
contract, dated September 22, 1942, 
together with a supplementary agree- 
ment, dated December 22, 1942, copy 
of which is also filed in the record, 
Mobile Homes, Inc., is to pay re- 
spondent $60 per unit as an installa- 
tion charge and at the end of the 5- 
year contract period all “underground 
gas dispensing systems and equipment 
pertaining thereto, including pipes 
and fittings (but not bulk storage 
tank, automotive equipment tools, 
etc),” shall become the property of 
Mobile Homes, Inc. 

Evidence further shows that re- 
spondent entered into a contract dated 
September 22, 1942, and supple- 
mentary letter of agreement dated De- 
cember 16, 1942, with the Country 
Club Village Corporation, copies of 
which were filed with the Commis- 
sion as part of the record in this pro- 
ceeding, which contract and supple- 
mentary agreement are practically 
identical as to terms, etc., with the 
above generally described contract and 
supplementary agreement between re- 
spondent and Mobile Homes, Inc., ex- 
cept that in the contract with Country 
Club Village Corporation, while re- 
spondent agrees to service all housing 
units of the Country Club Village, the 
total number of such units are not set 
out in the contract. 

Testimony offered on hearing by 
respondent shows that respondent has 
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installed Green’s Fuel systems and 
meters and has, for some time past, 
been furnishing Green’s Fuel to each 
of the housing units, originally sched- 
uled to number 578, in the community 
of Westlawn, which is the name by 
which the housing project construct- 
ed and owned by Mobile Homes, Inc., 
is known; and to each of the 430 
housing units of the community 
known as Country Club Village, 
which is the project constructed and 
owned by Country Club Village Cor- 
poration. Evidence further shows 
that respondent serves two customers, 
not tenants of projects, located out- 
side the project’s areas. 


In general, the testimony offered, 
relates to both projects without dif- 
ferentiation, and for brevity purposes 
the two communities will be referred 
to herein as “projects” and the above- 
named corporations owning same as 
“project owners.” 

Respondent’s witness, Koach, testi- 
fied that Green’s Fuel is a trade name 
for a liquefied petroleum gas, and is 
a mixture of 70 per cent butane and 
30 per cent propane gas, same being 
no different from other gas mixture 
as can be supplied by other firms. 
Testimony is that the gas mixture is 
a by-product of petroleum which 
comes out of the ground in the form 
of fuel oil, wild gasoline, and various 
forms of hydrocarbon, butane, pro- 
pane, and so forth. These bicarbons 
are distilled at a refinery and kept in 
a liquid state under pressure. Re- 
spondent generally purchases its mix- 
ture from a refinery located at St. 
Elmo, Illinois, from which point it 
is shipped in tank cars in liquid form 
under pressure to Mobile, where it is 
stored, in the same form and under 
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pressure, in respondent’s bulk storage 
tank. Respondent’s witness testified 
that the mixture remains in liquid 
state as long as kept under certain 
pressures and changes to a vapor or 
gas when such pressure is released. 
Testimony shows that respondent 
has installed a number of its Green’s 
Fuel underground systems and meters, 
each consisting of an underground 
storage tank, and a main underground 
pipe leading from such tank with 
branch-offs to approximately eight 
meters located outside of same num- 
ber of project houses. (In some in- 
stances such tank serves six houses. ) 
The Green’s Fuel Underground Sys- 
tem is a patented system, the patent 
being owned by Green’s Fuel, Inc., 
who receive a royalty of one cent per 
gallon for use of the patented system. 
Piping beyond the meter and the gas 


appliances inside the houses were in- 


stalled by the project owners. A re- 
ducing pressure valve was placed in 
the pipe just outside of each under- 
ground tank. Sufficient systems were 
installed to supply all houses in the 
two projects. Respondent testified 
that none of the pipe lines thus in- 
stalled cross public streets or high- 
ways. Two customers of respondent, 
located outside the projects are served 
by individual tanks and pipes, in one 
case owned by the customer and in 
the other case furnished by respond- 
ent. 

Respondent’s testimony further 
shows that respondent supplies each 
of the underground tanks with Green’s 
Fuel in liquid form and that prac- 
tically all of it remains in liquid form 
under pressure in these tanks. When 
an appliance in a housing unit is 
turned on for the use of gas it auto- 
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matically releases the pressure and the 
resulting mixture flows through the 
underground pipes in the form of q 
gas. The flow continues as a gas 
through the pipes and into the meter 
and to the appliance or appliances 
where it burns as a gas. 

Respondent’s witness, Koach, testi- 
fied that each meter registers the 
amount of gas that is consumed by 
each individual occupant of the dwell- 
ings, that respondent reads these 
meters and bills each tenant occupy- 
ing a housing unit the equivalent gal- 
lons used by such tenant, based on 
such meter reading, at 15 cents per 
gallon; that respondent does not sell 
gas to the housing corporation but to 
the individuals who occupy the va- 
rious units of the housing projects and 
respondent looks to these individuals 
for payment of respondent’s bills, and 
that respondent serves any and every- 
body in the housing projects without 
reference to who they are, nor do re- 
spondents have or exercise any option 
or preference as to who the tenant will 
be. 

This witness further testified as 
being correct that respondent’s cor- 
tract with the housing projects is not 
for the purchase of gas by the hous- 
ing projects, but is a contract be- 
tween respondent and the project own- 
ers, that gives respondent the exclu- 
sive right to sell the gas to the occu- 
pants of the various units in the 
housing projects. 

With respect to the meters and 
equipment, witness Koach testified 
that respondent maintains its equip- 
ment and checks the meters, repairing 
the meters when necessary for ac- 
curacy purposes, and that any losses 
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RE GREEN’S FUEL OF FLORIDA, INC. 


of gas up to the meter were borne by 
respondent. Respondent’s testimony 
is that it is supposed to render a con- 
tinuous flow of gas as required, with 
no limit as to quantity. 

Respondent introduced into the rec- 
ord its balance sheet as of January 
31, 1944, also a detailed profit-and- 
loss statement for the period March 
1, 1943, to January 31, 1944. The 
latter statement shows that during the 
sid eleven months’ period, respond- 
ent’s sales amounted to $29,846.85 
while it set up a provision for bad 
debts of $4,947.76. Koach further 
testified that respondent did not re- 
quire deposits because the OPA had 
refused to allow same. 

The evidence shows that the 1,008 
housing units comprising the two proj- 
ects were built and owned by the proj- 
ect owners who rent the houses to in- 
dividuals designated as “tenants” 
throughout respondent’s testimony. 
One project, Westlawn, is located one- 
half mile outside the city limits of 
Mobile, and the other project, Country 
Club Village, is 4 miles outside such 
limits. Respondent testified that it 
had only two customers located out- 
side the areas of the two projects, 
that, under government restrictions, 
respondent is not interested in ac- 
cepting any additional business, or 
expanding its business, but there was 
nothing in the contract to prevent re- 
spondent from serving anybody else. 

The Commission is of the opinion 
that the respondent has failed to show 
cause why it should not comply with 
the provisions of Title 48 of the 1940 
Code of Alabama and in accordance 
with said Title 48 of the Code, obtain 
a certificate of convenience and ne- 
cessity and otherwise comply with pro- 
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visions of Title 48 before continuing 
to engage in the busines of distribu- 
tion and sale of gas for heat or other 
uses in the communities known as 
Westlawn and Country Club Village, 
located near Mobile, in Alabama. 


The evidence clearly shows that re- 
spondent has constructed a storage 
plant, provided transportation facili- 
ties, and installed and maintains 
patented underground storage system, 
all for the purpose of, and now used 
by, respondent in the furnishing of 
gas. Respondent has contracted with 
the owners of two housing projects, 
to furnish, and does furnish, the in- 
dividuals occupying the project dwell- 
ings with this gas. 

Respondent’s business is conducted 
directly with the occupants of the 
housing unit, the gas used is metered 
at occupants’ residence; respondent 
bills said occupant for the quantity 
of gas used, based on the meter reg- 
istration, and looks entirely to the in- 
dividual user for payment. The oc- 
cupants of these dwellings are the en- 
tire populace of the two communities 
comprising the two projects, one con- 
sisting of 578 dwellings, and the other, 
430 dwellings. Respondent, under its 
contract, has the exclusive right to 
furnish the gas and, in turn, is ob- 
ligated to furnish all and every dwell- 
ing with said gas. 

The gas furnished by respondent is 
a mixture of butane and propane gas 
in what is commonly termed butane 
gas. It is obtained as a by-product of 
petroleum from the ground, refined 
at a refinery, and, for purpose of 
facility in transportation, storage, 
and handling, is held in a liquid state 
until ready for distribution, being 
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kept under pressure. When ready for 
distribution the pressure is released, 
which causes the transformation of 
the butane gas from a liquid to a gas. 
In the case of the so-called Green’s 
Fuel furnished by respondent, this 
transformation occurs in the patented 
underground storage tank and pipe 
system, installed and maintained by 
respondent, and is a gas when it 
passes from the tanks and through 
the meter serving the individual user. 

The evidence shows that respond- 
ent conducts its business with the 
users of its gas in the same general 
manner as do gas utilities under this 
Commission’s jurisdiction, except as 
to the benefits and responsibilities 
which may accrue to both utility and 
the users of utility’s service by virtue 
of being subject to such jurisdiction. 

The Commission has given consid- 
eration to the record in this case and 
is of the opinion that respondent 
should be and will be required to ob- 
tain a certificate of convenience and 
necessity as required by Title 48 of 
the 1940 Code of Alabama, and 
otherwise comply with the provisions 
of said Title 48, before continuing 
to engage in the furnishing of gas 


in the communities known as West- 
lawn and Country Club Village, and 
to others, all being located near 
Mobile in Alabama. 

The Commission, having heard and 
considered the evidence in this pro- 
ceeding, finds that the respondent has 
plants, properties, or facilities for the 
storage, distribution, sale, and fur- 
nishing to and for the public of gas 
and has not made written application 
to the Commission for the issuance 
of a certificate of convenience and ne- 
cessity pursuant to the provisions of 
Title 48, Code of 1940. 

The Commission further finds that 
the respondent is, and has been, a 
public utility. 

It is therefore ordered, that the re- 
spondent file with the Commission, 
within fifteen days from date of this 
order, an application for a certificate 
of convenience and necessity or, on or 
before such date, cease distributing 
and selling the above-described gas to 
all parties hereinabove described or 
enumerated. 

Jurisdiction in this cause is hereby 
retained for such other and further 
order or orders as the Commission 
finds just, reasonable and necessary. 
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aT} Industrial Progress 


fa Selected information about products, supplies and 


services offered by manufacturers. 


Also announce- 


ments of new literature and changes in personnel. 


Assistant to President at New 
York State Electric Named 


atpH D. Jennison, president of New York 
R State Electric & Gas Corporation, recently 
announced the appointment of William A. 
Lyons as assistant to the president of that 
corporation with offices in Binghamton, New 
York. 

Mr. Lyons has been connected with the As- 
sociated Gas and Electric system for the past 
fifteen years. From September, 1942, to April, 
1944, he was chief of the Fuel and Allocations 
Branch, Office of War Utilities. 

Mr. Lyons will have executive responsibili- 
ties in the office of the president in the fields 
of financial, accounting, tax, and certain man- 
agement matters. Otto G. Vieweg, who for 
some time has been assistant to the president 
on general operating matters and other prob- 
lems of a management nature, will continue 
in that capacity. 


Maximum H,S 
removal per Ib. 


of Oxide! 
—_. 


@ Lavino Activated Oxide is 
made specifically for maximum sulphur re- 


moval...is not just a ‘‘satisfactory” purifying 
medium merely by virtue of incidental 
properties, but is made especially for maximum 

capacity and activity, maximum trace removal 

and shock resistance. As such, we do not believe 

you will find Lavino Activated Oxide has 
any close rival — comparing cost, comparing 
performance and comparing savings. 


We'll be glad to tell you all about its remarkable 
record; just write a note on your letterhead to 


E. J. Lavino and Company 


1528 Walnut St. 


Philade/phia 
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Veteran Reémployment Program 
Announced by Westinghouse 


A comprehensive program for the re- 

employment of discharged service men 
and aid. in the readjustments from military 
to civilian life has been announced by the East 
Pittsburgh plant of the Westinghouse Elec. 
& Mfg. Company. 

Calling for the reémployment of all West- 
inghouse veterans and, whenever possible, for 
the hiring of veterans who worked for other 
firms before entering the service, the new 
program is headed by Walter L. Hitt, plant 
protection chief, and veteran of World War I. 

More than 5,600 employes of the East Pitts- 
burgh plant have been given military leaves 
of absence. To date only 455 have returned 
to work. 


Godfrey Strelinger Is Elected 
Nash-Kelvinator Treasurer 


opFREY Strelinger, formerly assistant to 
G the general sales manager, Nash Motors 
Division, has been elected treasurer and as- 
sistant secretary of Nash-Kelvinator Corpora- 
tion filling the post recently vacated by the 
death of G. V. Egan, according to an an- 
nouncement by George W. Mason, president. 
Mr. Strelinger has been elected a director 
and secretary-treasurer of its subsidiary, Re- 
frigeration Discount Corporation also. 
a 


Ashcroft Duraswitch 
Announced 


Rsv. Maxwell & Moore of Bridge- 
port, Connecticut, announce the new 
Ashcroft Duraswitch (patent applied for), 
which according to the company, is a sturdy, 
dependable switch in combination with the 
Ashcroft Gauge. The gauge has slide rule 
dial easily readable for accurate adjusting of 
the switch to control point. This combination 
Saves space on equipment, eliminates extra 
fittings, saves on installation, while contribut- 
ing greatly improved appearance. The series 





DICKE TOOL COMPANY 
DOWNERS GROVE, ILL. 
Manufacturers of 


Pole Line Construction Tools 
They’re Built for Hard Work 
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E-100 are for pressure only; series E-200 are 
for both pressure and temperature applica- 
tions, as a pressure control and pressure gauge 
combination, or temperature control and 
thermometer combination, in single or duplex 
types. ‘ : 

Complete information on this new product 
may be had by writing directly to the electro 
mechanical division of Manning, Maxwell & 
Moore. 


New Synthetic Rubber 
Developed 


A new type of synthetic rubber, which 
promises to be especially suitable for use 
in making heavy-duty tires for trucks, buses, 
and even military vehicles, has been developed 
by the research department of The Mathieson 
Alkali Works, G. W. Dolan, president of the 
company, has revealed. 

The new rubber is strong, tough and re- 
sistant to cuts and abrasion, according to Mr. 
Dolan, and can, unlike GR-S, formerly known 
as Buna-S, withstand elevated temperatures. 

Tires subjected to heavy loads and high 
speeds become excessively heated in service 
and wear rapidly if made from rubber that 
weakens at high temperatures. Preliminary 
reports of comparative road tests under the 
sponsorship of the Office of Rubber Director 





“"MASTER*LIGHTS" 


® Portable Battery Hand Lights. 
® Repair Car Roof Searchlights, 


© Hospital Emergency Lights. 
CARPENTER MFG. CO. 
197 Sid St., Camb: E 
"MAS ER*LIGHT*MARERS" 
indicate that the Mathieson rubber stands up 
well under severe service conditions, accord- 


ing to Mr. Dolan. 








Westinghouse Elects Four 
Vice Presidents 


LECTION of four new vice presidents of 
the Westinghouse Elec. & Mfg. Company 
is announced by George H. Bucher, president. 
The new officers and their former positions 
are R. A. Neal, manager of the switchgear 
division at the East Pittsburgh Westinghouse 
Works; J. K. B. Hare, manager of the com- 
pany’s central district sales activities with 
headquarters in Pittsburgh; John H. Ash- 
baugh, manager of the Westinghouse electric 
appliance division, with headquarters in 
Mansfield, Ohio; and H. H. Rogge, manager 
A the company’s Washington government 
office. 
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THE cooperation of the electric utility 


istry with the watthour meter manufacturers 


fkept the design and development of the 


watthour meter well ahead of meter- 


ements. 


Thanks to this cooperative 


meters will again play their 
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Install KINNEAR ROLLING DOORS 
and gain these advantages! 


Coil neatly 
overhead, out 
of the way — 
Save valuable 
floor, wall and 
ceiling space. 























7 Motor oper- 
ation sends 
doors up in a 
hurry with nok 
effort — per- 
mits remote 
control. 

















































































































Sturdy, inter- 
locking steel- 
slat construction 
resists wear, 
weather, fire, 


@ \. theft, intrusion 


Snow, ice, 

and stored & 
materials don't | 
bother operation 
—Kinnear's go 

straight up! 





When you install Kinnear Rolling Doors you gain 

more than smooth, easy operation. Kinnear Roll- 

ing Doors coil overhead, out of the way, offering 

valuable savings in floor, wall and ceiling space. 

The sturdy, interlocking steel-slat construction dis- 

courages theft and intrusion; repels fire and the 

elements. Kinnear durability has been proved— 

doors in continual use for 20, 30, and even 40 

years are still giving the same efficient service. 

Motor operation enables you to raise doors 

quickly by merely touching a button, thus saving time and labor. Push- 

button control cuts operating and air-conditioning cost by reducing the 

tendency to leave doors open. For efficient time- and labor-saving door- 
ways, write for full details on Kin-. 

Stott an FS ewe me sare bem near Rolling Doors. The Kinnear 


I YY wy E AR Manufacturing Company, 2060-80 
ROLLING DOORS Fields Ave., Columbus 16, Ohio. 
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Save to Win 
with these four simple rules 
of battery care: 


Keep adding approved water at 
regular intervals. Most local water 
is safe. Ask us if yours is safe. 


Keep the top of the battery and 
battery container clean and dry at 
all times. This will assure maximum 
protection of the inner parts. 


Keep the battery fully charged— 
but avoid -“excessive over-charge. 
A storage battery will last longer 
when charged at its proper voltage. 


4 Record water «additions, voltage, 

and gravity readings. Don't trust 
your memory. ‘Write down a com- 
plete record of your battery's life 
history. ° Compare readings. 


If you wish more detailed information, or 
have a special battery maintenance prob- 
lem, don't hesitate to write to Exide. 
We want you to get the long-life built 
into every Exide Battery. Ask for booklet 
Form 3225. 








he 


Conservation of materials is no new stot 
to the men who operate public utilitie 
With thrift and efficiency they have alway 
planned for conservation. 


They’ve squeezed the last ounce of us 
out of materials and equipment in the 
care . . . and today, that need is intensified 


One helpful principle to follow is that 0 


“Buy to Last—Save to Win.” Buy quali 


products and equipment, then care for it « 
avoid needless replacement. That conserve 


_taw materials, labor, and space in factories 


It frees these productive elements for essen 
tial war production. 


THE ELECTRIC STORAGE BATTERY C0 
Philadelphia 
Exide Batteries of Canada, Limited, Toronto 
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® Many “Clevelands” built 15 to 20 years ago are still on the job today doing their part to ease the 
. @ Although out-moded by “Cleveland's” modern standards of performance, 
undness and correctness of the basic design pioneered by Cleveland. @ It also 
tells the story of #Cleveland’s” policy of rendering prompt repair parts service even on these old’ 
machines. @ This kind of service and this kind of ability are two more reasons why “Clevelands” 
continue to be the profitable long range investment in the trenching machine field. Guarantee your- 
self this “Service-Ability” in your Post-War trenching jobs by using Clevelands. 


ic] THE CLEVELAND TRENCHER COMPANY ‘ow 
s 


20100 ST. CLAIR AVE Pioneer of the Small’ trenche CLEVELAND OH ‘ 


“CLEVELANDS’ Save More...Because they Do More 
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Gates—Intake, Sluiceway and Spillway 
Hydraulic Turbines—Francis and Propeller Types 


Rack Rakes 
Trash Racks . 
Valves—Pipe Line and Penstock 


NEWPORT NEWS SHIPBUILDING 
AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 











This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





ine 8, 1944 Public Utilities Fortnightly 


—_ 





PROFESSIONAL DIRECTORY 


* This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and construction. « « « 





THE AMERIGAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
WEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








CONSTRUCTION . 
OPERATING COSTS Engineers 


VALUATIONS AND REPORTS 
NEW YORK PHILADELPHIA WASHINGTON OHICAGO 


vmox FO), Bacon « Davis, anc: max case 


INTANGIBLES 








(annett Fleming Corddry and Carpenter, Inc. 


ENGINEERS ° 


Harrisburg Pennsylvania 








GILBERT ASSOCIATES, Inc. 


SPECIALISTS 
Steam Hlecttic, Gas, Hydro POWER ENGINEERING SINCE 1906 Purchasing and Expediting, 
Di nd Contraction, Sering Ue ad Indus Rat, Reveath, Report 
ating Betterments, . 
Inspections and Surveys, Reading, Pa. Original Cost Accounting, 
Feed Water Treatment. Washington New York 


a 











Accident Prevention, 








(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





FREDERIC R.. HARRIS, INC. 


Constructors - Management 

Appraisals Valuations 
27 William St., New York, N. Y. 
KNOXVILLE SAN FRANCISCO HOUSTON 


Engineers 
Reports 











LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 


J. H. MANNING & COMPANY 


120 Broadway, New York 


ENGINEERS 
Valuations 


Business Studies Purchase—Sales 
New Projects Management Reorganizations 
Consulting Engineering Mergers 

Public Utility Affairs including Integration 














PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 


CONSULTING ENGINEERS 
OPERATIONS 


DESIGN 
STEAM — HYDRAULIC — GAS 
231 S. LA SALLE ST., CHICAGO (4), ILL. 








SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
New York San Francisco 


Chicago 








Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 











STONE & WEBSTER ENGINEERING CORPORATION 
DESIGN AND CONSTRUCTION § . 
REPORTS * CONSULTING ENGINEERING © APPRAISALS 


BOSTON e NEWYORK e CHICAGO ee HOUSTON e PITTSBURGH 
SAN FRANCISCO e LOS ANGELES 











Mention the FortNIGHTLY—I¢t identifies your inquiry 








Public Utilities Fortnightly 





PROFESSIONAL DIRECTORY (concluded) 





A. S. SCHULMAN ELEctTric Co. 
Contractors 


TRANSMISSION LINES—UNDERGROUND DistTri- 
BUTION — Power STATION — INDUSTRIAL — 


Albright & Friel Inc. 


Consulting Engineers 


Investigations, Valuations, and Reports 








Design and Supervision of Construction 


1520 Locust Street Phila., Penna. 


CoMMERCIAL INSTALLATIONS 


537 SoutH Dearsorn St. Cxicaco 











BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 


Mark WOLFF 


Public Utility Consultant 
261 Broapway, New York, N. Y. 


Representing the Public Exclusively 
Since 1914. 














BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


470% BROADWAY KANSAS CITY, MO. 





J. W. WOPAT 


Consulting Engineer 
Construction Supervisios 


Appraisalse—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 











EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 











JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 

. __, , im connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 
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DAVEY TREE TRIMMING SERVICE 


1846 1923 


JOHN DAVEY 
Founder of Tree Surgery 


Davey Builds Good Will 


A bungling job of public rela- 
tions is always expensive. One of 
the pleasing things about Davey 
service is the way it consistently 


pleases tree owners. Davey men 
build good will. 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 
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Sanderson & Porter, Engineers 
Sangamo Electric Company . 
Sargent & Lundy, Engineers 
Schulman, A. 8., Electric Co., Contractors 
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Ww 
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FIRST Choice in Critical Judustries 


FIRST choice for controlling vital flow lines in U. S. Government fuel dumps. 


FIRST choice for drastic line service in synthetic rubber producing plants. 
FIRST choice for conquering abrasion in mud lines for rotary oil well drilling. 
FIRS T choice in chemical plants for handling corrosive & erosive liquids & slurries. 
FIRST choice in petroleum refineries for handling high temperature hydrocarbons. 


FIRS T choice on pipe lines for complete safety in handling oil, gas and gasoline. 


MERCO NORDSTROM VALVE COMPANY ao Subsidiary of Pittsburgh Equitable Meter Co. 


Main Office: Pittsburgh, Pennsylvania @ Branches: Boston @ Buffalo @ Brooklyn @ Chicago 
Columbia, S$. C. @ Houston @ Kansas City @ Los Angeles @ Atlanta @ New York @ Oakland 
Seattle @ Tulsa @ San Francisco 


ORDSTROM LUBRICATED VALVES 
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" GOOD meter repair shop need 
\ not take up much room. Like a 
. well-planned kitchen, the fewer 
steps required the easier it is to get 

_ better work. This meter shop at 

\ Long Beach, California, is a good 
‘example. Its design incorporates 
many suggestions made by one of 
eptune’s Pacific Coast represen- 


t - . e . 
Your experienced Trident representative is, al 
your service to help you plan a modern meter shop. 


50th Street ¢ New York 2 
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